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A. Banker’s Diary 











THE City—or, more specifically, the Stock Exchange—is at last coming to its 
enses, and among the crowded events of the past month one of the most 
unexpected features was the suddenness with which it began 

The City to do so. Repeatedly during the six months of gathering 
and the storm the equity markets obstinately turned bad news into 
Crisis good. They argued incorrigibly that the worse the economic 
situation bec: ame the greater would be the inflationary pressure, 

and, inflation being “‘ good ”’ for equities, there was time after time the odd 
spectacle of rising markets synchronizing with new grounds for gloom about 
the underlying position. The markets ignored the obvious truth that infla- 
tionary shortages which had their counterpart in steep declines in industrial 
turnover and actual stoppages, on the pattern of last February, would scarcely 
be a foundation for profits sufficient to make the shares concerned an inflation 
ige’’, even presuming that sree eg did not succeed in preventing 


MCUs , 


manufacturers from exacting scarcity values for their reduced output. And 
for many months even the withdr: weal of that other potent source of strength 
in 1946, the support provided by 1 the « ngineere d decline in the level of interest 
rates, had no visible effect. As recently as the remy week in July, ordinary 
shares—as measured by the index “a the Financial Times—stood substantially 
above the low point reached during the fuel crisis and only 6 per cent. below 
the peak touched last January. 

Then, in the closing days of July, the whole climate of the market suddenly 
changed. A major landslide carried the index down by some I0 per cent. in 
little more than a week. The apprehensions at the time were certainly justified, 
but it is not easy to discover why they came thus abruptly to a head, fully 
three weeks before the suspension of sterling convertibility. The proximate 
cause, of course, was the Government’s fright at the steep increase in drawings 
on the dollar credits. Perhaps investors thought that at last the Government 
was determined upon remedial measures which incidentally would draw the 
fangs of the inflationary pressures, and thus make their specious theory demon- 
strably untenable. But such an interpretation, though consistent with the 
market's audible sigh of relief at the mildness of the programme presented in 
the Crisis debate in Parliament, is not easily reconcilable with the fact that, 
until the sterling decision, the weakness in equity markets followed the lead of 
gilt-edged. More probal ly, the dominant influence was the sheer sense of 
crisis, producing the traditional response to uncertainty in a situation which 
is little understood—and to which the Government’s secondary reactions are 
still unpredictable 

That, plainly, has been the dominant emotion since the sudden decision 
“temporarily ’’ to suspend sterling convertibility into dollars—a mere five 
weeks after its general restoration. The stock markets never grasped the 
implications of convertibility and are now more than ever bewildered by its 
abandonment. The external repercussions, indeed, are still incalculable, and 
the internal effects will turn in the short run principally upon the further 
measures which the Government is preparing. If these do not include a 
“tough” budgetary policy, there will be some danger that the markets will 
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revert to their specious theory about inflation. But, in the meantime, the 
whole shake-out has induced in investors a measure of realism which is not 
the less welcome for being empirical rather than nicely reasoned. 


THE collapse of gilt-edged was even more dramatic than that in equities, not 
because the overall fall from the year’s highest points was much greater than 
in other sections but rather because of the background of 

Back to  Daltonian policy against which it must be viewed and because, 

Three despite all the trumpetings of the 1946 campaign and the much 

Per Cent. more recent reaffirmations of faith, the authorities made no 
attempt to stem the tide. At mid-July, there still seemed a 
pc repel that—if only to save the Chancellor’s face—some vestiges of the 

1 per cent. basis might yet be preserved, for 2} per cent. Savings Bonds, 
1964- 67, stood at only a fraction under par, though the irredeemable stocks, 
including the ill-starred “‘ Daltons ’’, were approaching 90. But the last week 
of the month brought a collapse which involved falls up to 5 points in the 
most volatile stocks, and in mid-August a second wave of fright led to almost 
equivalent falls. At one moment the 2} per cent. Treasury stock could have 
been bought at almost 20 per cent. below the price paid through the tap by 
those “‘ patriots ’’ who rallied to Mr. repaped s salesmanship cries at the end of 
1946. At these levels, yields of over 3 per cent. could be obtained on the 
irredeemables and 3 to 3} per cent. upon the medium-dated stocks. At this 
point, however, the sutienities at last intervened, and their intervention was 
the signal for appreciable bear covering. This process was carried further 
after the sterling news, on the questionable assumption that foreign selling 
by those anxious to convert sterling into dollars had been a prime source of 
trouble, and that the return to a “ closed market ” would stop the pressure. 
3ut, questionable or not, these arguments induced a substantial technical 
rally which, at the moment of writing, leaves the tle senior at around 
85-86. 

An important factor in this whole movement, quite apart from the inactivity 
of the Government broker in the market, was certainly the Chancellor’s 
omission to reaffirm his faith. He has made so much noise in the past, and has 
so blusteringly brushed aside both criticisms and hard facts, that it is quite 
impossible for him to follow a passive role now. Mere silence, or any sign of 
half-heartedness, now has important market repercussions. In the crisis 
debates in Parliament, when the gilt-edged fall had run half its course, the 
best that the Chancellor could say was that he was “‘ making no promises” 
The decline, he had been informed, “‘ was largely due to sentiment rather than 
technical reasons’. This, to put it mildly, is a curious use of language. 
Although “sentiment ” certainly played a part, it is equally clear that the 
market has been in the grip of fundamental as well as technical factors. The 
fundamental factor, of course, is that which is discussed at length in our 
opening article this month—the problem of the overloaded condition of the 
national economy and the huge excess of demands for real capital over the 
drearily lagging supplies of spontaneous savings. So long as the Treasury 
dominated the gilt-edged market and could promise successive capital profits 
through its policy of hoisting prices by reckless injections of new money, and 
so long as physical controls and rationing kept the spending of the new cash 
within bounds—so long was the fundamental factor obscured. Now that the 
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rake’s progress in money-creating and market-boosting has been stopped, and 
now that the system of physical control is seen to have been powerless to 
prevent allround spending, the fundamental factor has been brought to light 
Unless and until new measures of spending control are effectively applied, the 
capital market must remain a prey to fundamental pressure. 


It would be wrong to conclude, however, that a further weakness is inevitable 
in the absence of determined official support or of a realistic change in financial 
and particularly budgetary policy. Technical influences will 
Short continue to play an important part. In particular, the autumn’s 
Bond release of War Damage Value payments and—though to a less 
Pressures extent—the Argentine Rail shareout, should provide some 
relief. In the past few weeks, however, the technical factors 
have been working strongly the other way. The first impact of selling was 
felt in the market for the shortest-dated bonds, and at times the declines in 
the irredeemables were mainly adjustments to the steep rise in yields on the 
shorts—returns of 2? per cent. could be obtained on 5 to 6-year Bonds and 
no less than 1% per cent. on the 23-year 1? per cent. Exchequer Bonds. This 
situation, in a technical sense, is analogous to that which arose in the autumn 
of 1945 when the discount market, before the 50 per cent. increase in its capital 
resources, became rapidly stretched to its maximum bond-absorbing capacity. 
A similar distension has occurred recently, despite the increase in Lombard 
Street resources, with the result that prices of the shorts are no longer deter- 
mined by the special tax position of professional operators but are settled by 
the much higher yield expectations of the general body of investors. For 
this reason, Mr. Dalton’s contention that the maintenance of the Treasury 
bill rate at $ per cent. and the T.D.R. rate at 2 per cent will provoke an 
adjusting movement in gilt-edged prices is unlikely to be rapidly justified, 
despite the lavish profit margins which professional operators could now 
command had they but the resources available. It remains true, however, 
that a relatively modest change in sentiment, involving quite small buying, 
could provoke further bear covering, and shift the position to the point at 
which the professional dealers would again be the primary determinators of 
prices. On the other hand, any further substantial weakness would begin to 
uncover many gilt-edged positions, and then might precipitate more insistent 
selling. For the present, however, the situation in the shorts is being kept 
within bounds by fairly systematic action by the authorities in the 1? per cent. 
Exchequer Bonds, at around par. 


IT is ironic, though hardly surprising, that the progress made in the closing 
stages of the tariff and [.T.O. talks at Geneva, should, after the earlier dead- 
locks, have been overlaid by the harsh realities of the spreading 

Geneva dollar famine. Britain’s sterling decision came inevitably as 
and Article a cold douche to any lingering hopes that the principles and 
Nine code of conduct which were being hammered out could have 
early application in so disordered a world. Britain now 

obviously cannot comply with the non-discrimination section of the U.S. loan 
agreement, and the Americans, if they do not concur in contrary action, will 
apparently refrain from formal protest. At the final session in Geneva, 
Britain’s Secretary for Overseas Trade gave due warning that “ methods might 
have to be used in the intervening months and years which might appear to 
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be opposed to the principles and methods of the draft charter . . . in these 
methods, designed to meet short-term and urgent problems, the guiding prin- 
ciples must be that they do not establish permanently artificial channels of 
ade which would in the long run defeat the principles of the charter”. For 
1e present, it seems, that is the highest objective which the world can set 


tself in this sphere 


Ow the technical plane, the Paris discussions of the European Economic Com- 
» are making good prey ‘ress. The questionnaires were duly sent out and 
have, for the most part, been returned adequately completed. 


The Expert committees and sub-committees have proliferated and 
‘Marshall ’’ have been tackling the gigantic task of collating the informa- 
Talks tion about economic needs and resources sent in by the 


sixteen participating countries. The still more difficult 

m of bringing the material together in some constructive form was due 

io be completed by the end of last month. Yet this appearance of ordered 
ste may be de ceptive. 

There are reports that the conference would have been deadlocked several 
mes if the crucial issues that have been in the background from the start 
d been squarely faced. Germany is still the main stumbling block. The 
itish want to see emerging out of the Paris negotiations a scheme that 
ll rapidly restore the Ruhr’s productive activity and, therefore, Germany’s 
lf-sufficiency. All the reasons for this desire have gained immeasurably in 
vency since the financial ¢ ‘Tisis i in Britain called for the immediate curtailment 

‘xternal commitments. The Benelux group is equally clamant about an 
mediate and constructive solution of the Rhineland problem. The Americans 
10 remain in the background, but can never be far from the thoughts of the 

delegates, are known to give German reconstruction priority number one. 
fhe French, however, remain adamant. Their security is the primary con- 
eration in discussion on the German problem, and their Monnet plan is 
sed on the assumption that a large part of the Ruhr steel industry will be 
shifted to Lorraine. 

Apart from this clash, there is growing division of opinion about the purely 
uncial aspect of the negotiations. Thou: ch it had been hoped to keep national 

inances, budgets, currency positions and e —— rates out of the range of 
the talks, their relevance to the problem European balances of payments 
v too obvious to allow anv such ostri a like policy. It was, therefore, 
led to bring the kindred subjects into clear view by including among the 
questionnaires one dealing with balances of payments. Benelux followed this 
up by putting forward a plan for an inter-European currency convertibility 
me. Since this would involve free convertibility of the sixteen currencies 
rms of one another, any such scheme had to be prefaced by certain obvious 
litions, among them that rates of exchange should bear some resemblance 
to the true economic parities, that the participating countries should set their 
finances in order and balance their budgets so as to lay the foundation of their 
attack on the balance of payments difficulties. This immediately raised the 
question of national sovereignty at its touchiest point and crystallized the 
doubts of many that financial integration cannot be achieved where there are 
such wide differences of fiscal morality as exist in Europe to-day. 

The greatest of all disappointments at Paris has been the gradual slipping 
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of British leadership in the negotiations. The efficient British delegation was 





Se sent to Paris with a minimum of instructions other than that a sc heme mus’ 
n- be produced rapidly to rank for the Marshall offer which Mr. Bevin had 
of ‘‘ erasped with both hands”’. But when the time came, as it soon did, for British 
or decisions on specific commitments—offers of coal, readiness to join a European 
et customs union—the British delegates had not the power to say “ yes” o1 
‘no’, and London, immersed in even more pressing troubles, could not decid: 
what to say. This has dissipated the optimism in Paris and has contributed 
n- to the slump of British prestige. Meanwhile, the work of the conferenc« 
nd the facts of the situation and their collection and arrangement into 
d. ordinated scheme goes on, and there is always a chance that the work on t! 
nd policy side may catch up. The spur of danger should certainly be there. 
a- 
he [THE arrangements made for dealing with the sterling balances of India and 
ilt Iraq completed the series of negotiations begun when Sir Wilfrid Eady and Mr 
ue Cobbold visited Cairo, New Delhi and Baghdad earlier 
ed India’s year. The three agreements—including that with Eg 
Sterling = announced in July—-show interesting variations. The Egyptia 
ral Balances was a short-term agreement. It involved a definite block 
urt of the greater part of the balances. It seems to have | 
he} negotiated in the aura of political ill-will which unhappily characteriz 
lat present relations between the two countries, and partly for this reason 
y's involved Egypt’s departure from the sterling area. The Indian agreemen 
in also an interim arrangement which de wage s the situation only up to the end 
nt the year. It does not proceed to formal immobilization of India’s balanc 
an though, at {1,160 millions, these are the largest of them all, and it lea 
1S India a member of the sterling area. The agreement with [Iraq is for five year 
he with definitive blocking of a large part of the balances, totalling about £60 
1e. millions. Iraq, too, remains a member of the sterling area, and, as such, is 
m- not subject to the specific withdrawal of the right to convertibility of “ avai! 
is able’ sterling into dollars. But, in common with all other members, it wi 
be be expected to take every possible step to keep its dollar demands to tl 
absolute minimum, irrespective of the amounts of the releases fixed in tl] 
‘ly agreements made before the British decision of August 20. 
ial The agreements with India and Iraq follow the usual pattern of No. 1 and 
of No. 2 accounts, the first holding in each case the available sterling, and tl 
ats second the formally or informaily immobilized balances. Releases fr 
re, No. 2 to No. I accounts are arranged under each of the agreements. In ti 
he case of india the normal release is £35 millions, which is to last until the end 
his of the year, while in addition £30 miilions is being freed to provide workin 
ity capital. This working capital release is comparatively large, partly becaus: 
les no provision is made in the agreement for releasing balances to meet outstandiny 
yuS confirmed credits with London banks. The agreement provides for some 
ice additional releases of minor character for payments for military stores and also 
eir as to {2} millions, for payment of pensions outside India. Under this last 
eir head it is announced that an eventual capitalization scheme is contemplated 
the under which accumulated balances will no doubt be drawn upon in respect of 
the liability to be assumed by the U.K. Government for payment of these pensions. 
are The Indian agreement also makes welcome provision for the requirements of 


. residents in the United Kingdom who have capital in India and wish to liquidate 
ing 
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In such cases the payments will be effected by drawings on the No. 2 
count. The essence of the agreement with India, however, is its interim 
iaracter. This is inevitable in the prevailing political situation, and in view 
f the fact that the agreement is largely informal and depends for its really 
fective operation on continued friendly relations between the Bank of England 
nd the Reserve Bank of India. Past experience in this respect promises well 

for the future. 

In the case of Iraq, the balances are being released as to £4 millions in each 


i» ‘44 a 
+ 


the next two years, and thereafter {7 millions is to be released in three 
‘qual annual instalments over three years. In addition, £2 millions is to be 
released as working balances, £5 millioris as a once-for-all transitional payment, 
and certain other sums for specific (sterling) payments. 

A considerable part of the Iraqi balances is held by the [raq Currency Board, 
ind the income on these assets is probably between 2} and 2} per cent. This 
sa higher rate than the British Government is prepared to make available as 
‘xpendable sterling ; it has therefore been provided that only } per cent. of 
the interest will be credited to No. I account ; the balance will be immobilized 


in the Board’s No. 2 account. 


-HAPS the most striking feature of a relatively unexciting statement from 
clearing banks in July was the further expansion of investments, by 


approximately the rate of growth shown in the previous few 


Bigger months. The total rose by {9.2 millions to the new high level 
Bank of £1,488 millions. By the standards of 1946, this is not a 
Invest- large increase, but it sufficiently disposes of any suggestions 
nents that sellmg by the banks might have been a prime cause of 
the weakness of gilt-edged at that tim in this context, it is 
icularly noteworthy that this modest increase was spread over all the 
inks—-except for two smaller institutions whose portfolios were apparently 
ely unchanged. As the following table shows, the expansion in advances 
weahly slacken he previ tonth’s increase less thar 
1oticeaDdly sl ned he p ious months wir was no tess than 
ullion 
t y i 
rT Yea 
’ ! im 
4 t 53! 14 
/ 490 
{ 2 yf 4 
{ 137 
I gu 
10.4) 334-2 
ivestment 1488.4 (26.4) ».2 + 82.4 
\dwances ‘ 1129.1 20.0) { >. F +t 251.5 
t se of collection. § Ratios of assets to published deposits 


Net deposits, it will be seen, were virtually unchanged—a still rather inexplic- 
ble inertia, given the continuing Budget surplus and the record drafts upon 
loll iT ¢ redit . 
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Britain’s Crisis 

ITH dramatic suddenness, the focus in a world of crisis last month 
WV uastenca upon Britain, upon whose efforts and policies many eyes are 

now riveted. And with good reason. As has happened so often in 
times of trouble, it is upon Britain, and especially upon her external reserves 
and overseas trade, that the pressures of many countries tend to concentrate. 
{Informed observers at home and abroad now well understand that the manner 
in which Britain rides the storm will have world-wide repercussions. More- 
over, it is increasingly realized that although Britain’s plight has been 
aggravated by the dollar famine and slow rate of recovery elsewhere, the 
crisis which she faces is unmistakably a British crisis, distinct from the besetting 
difficulties of world maladjustment. The accelerated drain upon Britain’s 
dollars which brought matters to a head—it is described in detail in a subse- 


The End of Convertibility 


Suspension of sterling convertibility has added a further burden to Britain’s 
immediate difficulties, but has not substantially altered the fundamental problem, 
which springs from the extreme overloading of Britain’s whole economy. 

The news came as this issue of ‘‘ The Banker ”’ was passing through its final 
stages. Because of the need, in present conditions, to adhere to printing 





schedules, extended discussion had to be postponed until the next issue—by which 
time the all-important international repercussions, as yet uncertain, should be 
more clearly discernible. 

Britain’s Crisis results primarily from the fundamental infuences analysed 
in our opening article, the argument of which is reinforced but not otherwise 
affected by the sterling decision. Here, therefore, only minor changes have 
been necessary; but the second article, which traces the rising dollar strain, 
has been revised to include all the latest data. 

Withdrawal of sterling convertibility, it should be emphasized, applies only 
to payments to the dollar area, and does not extend to sterling held on American 
Accounts. More specifically, the Transferable Accounts system no longer confers 
any automatic right of transferability to American or Canadian Accounts, but 
within the remainder of that system full convertibility is maintained. Because 
the U.S. Loan Agreement has been infringed, the £100 millions residue of the 
loan is immobilized until released by the American authorities. 


quent article—is merely a symptom of deeper-seated trouble. It has drawn 
attention to unde rlying stresses which over a long period have been slowly 
rising towards breaking-point. 

Apparently among the last to perceive the truth, or at least to acknowledge 
it, was the British Government itself. Until a few weeks ago, it entirely 
ignored the basic disequilibrium, and as recently as early July was viewing 
the most menacing aspect, the yawning gap in the balance of payments, with 
irresponsible Micawberism. It was startled into a change of attitude by the 
big rise in dollar spendings in July—although the recent figures show even 
that to have been clearly foreseeable by anyone with access to the facts. Now 
Mr. Attlee talks of a new Battle of Britain, and underlines the parallel with 
1940 by demanding from Parliament reaffirmation of emergency powers 
which date from Dunkirk. Yet, only a month before, Mr. Dalton was making 
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what he called only a “ routine ’ statement on the balance of payments, and 
Mr. Morrison, with unconscious irony in this phase of phoney peace, was 
choosing as his emblem—an umbrella, to ward off a “ passing downpour ” 
Thus, at last, are we progressing from Munich to Dunkirk. 

Both Mr. Attlee and Mr. Dalton, describing the growth of the enya, 
stresses, have recalled how in the first world war Britain depleted her foreig 
investments and lost her primacy as world workshop ; how between the wars 
the external account could be balanced only with great difficulty ; and how 
in the second war the bulk of the remaining marketable investments was 
liquidated and a great burden of debt accumulated. Mr. Dalton, underlining 
the point, declared that “the period of living on our nineteenth-century 
investments is over, and that chapter in our history has come to an end ’’— 
a change which during the war was cloaked by Lend-Lease and external 
borrowings and which has since been cloaked principally by the dollar credits. 
In further elucidation it should be added that the investments were accumulated 
at a time when mass consuming power in Britain was relatively low—when the 
general standard of living, in short, was less than it could have been and thus 
left a surplus of resources constantly available for the building up of claims 
abroad; that the social and economic trends which, between the wars, raised 
the potential consuming power were prevented from having their full effect 
upon the balance of payments by chronic unemployment, the spending losses 
from which were only partly cushioned by une Wl ment insurance ; and that 
now, not only has the mass spending pot: ntial been raised to a higher level 
than ever before—by the pad ero taxation of the war and post-war and the 
recent large extension of social insurance—but in addition Britain has and 
hopes to maintain a condition of full employment. In the round, additional 
employment will normally always be self-supporting in the sense that th 
output of the absorbed unemployed will at least suffice to meet their additional 
consumption (and usually should yield a substantial surplus) ; but it should 
never be forgotten that “ full” employment is a voracious consumer of imports. 

Such, in baldest epitome, is the tale of the basic change in Britain’s position 
a change which has developed, moreover, over a period of steady decline in 
Britain’s competitive power and in which tariff barriers have been progressively 
erected to impede the flow of those goods which remained competitive. The 
resultant problem, it will be seen, is clearly distinguishable from the character- 
istic issues of the post-war. These are grievous aggravations of the difficuities, 
but may not be the major part of the whole, even though some of them may 
endure for so long as scarcely to seed the conventional label of “ transi- 
tional’. Excluding purely political issues (such as the drive for nationalization) 
and matters of public psychology (such as war-weariness and frustration), the 
post-war aggravations now are of five distinct kinds. On the side of spending 
potential, there are the huge accumulation of wartime savings and liquid 
purchasing power and the whetting of consumers’ appetites by eight years of 
abstinence and toil. Secondly, huge arrears of capital maintenance and con- 
struction—industrial, social and private ; bomb-damage ; and inroads into 
stocks, had all to be made good. Thirdly, the legacy of inflated Government 
commitments for administration and policing abroad. Fourthly, the accumu- 
lated sterling debts. Fifthly, certain technical difficulties, notably those which 


sprang from the convertibility and non-discrimination provisions of the 








BRITAIN’S CRISIS 139 





Washington Loan agreement. Even this bare catalogue ignores the specifically 
transitional problems of the switch-over from war to peace production, the 
demobilization of the Services, and the effects of wartime dismantling of the 
export trades—-grave problems which now, however, are well on the road to 
solution. 

All this is familiar ground, but it needs to be traversed thus quickly t 
point the way to the central truth which now emerges. Britain’s econom, 
under the fundamental stresses already described, would have been over- 
strained even epg the aggravating stresses listed above, requiring for its 

rehabilitation either more work or bigger sacrifices in standard of living. Yet 
this unstable economy has had to try to support not only the characteristic 
stresses of the post-war but the large social programme drawn up by th« 
Coalition Government and the programme of shorter hours and longer paid 
holidays sponsered by the present Government—not to mention the frictional 
stresses of the nationalization programme. The social outlays, it should be 
noted, did not stop short at redistribution of incomes, but spread exten- 
sively into the “ real ’’ sphere, and made direct demands upon scarce resources 
for the building of additional schools, training colleges, hospitals and the like. 

This is no place to attempt to apportion the political blame for the resultant 
mess. But it is very plain that to extricate the country the Government wiil 
have to abandon or defer some of its most cherished programmes. In th 
diagnosis of Britain’s difficulties, the clearest feature of all is that the econom) 
is hopelessly overloaded. This is not a “ convertibility ”’ crisis, no mere sequel 

‘July 15 ” [t is not even primarily a dollar crisis. The record of the 
soaring dollar outgoings was hardly more than the patient’s fever-chart. 
was imperative to get the temperature down—but only as a prelude to curi 
the underlying malady and making sure it will not recur. 

It should in fairness be said that the Government has not tried to put all 
the blame on these technical matters. Indeed, in the debate in Parliament 
n early August it went even too far in its effort to exonerate the restrictive 


provisions of the American Loan agreement, and was stil] exuding extra 
ordinary optimism about the technical effects of convertibility. But this 
optimism, though based upon ostensibly expert knowledge and inside informa- 
tion, was no longer deceiving the financial press, as it had done a few weeks 


before. 

Although the Government emphasized fundamental rather than technica 
issues, it is hardly even now seized of the basic essentials. The expert authors 

the Economic Survey last February well understood the consequences o 
trying to get a quart from a pint pot, yet six months later the Prime Minister 
half-heartedly declares merely that “‘ it may be that we have tried to do too 
much in a short time ’’-—and suggests simply that there may have been “ a 
premature relaxation ’’ of controls. Mr. Dalton proclaims that the whole 
problem is “ neither less nor more’ than that of the yawning gap between 
exports and imports, which in a sense is true ; yet he studiously ignores and 
at times even seems impliedly to deny the domestic disequilibrium which is 
its Cause. 

The proposed remedies carry even less conviction. The Chancellor, with 
what proved to be unwarrantable optimism, expected the U.S. credit to last 
until October, knowing that when it ran out there would be available, apart 
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from the residue of the Canadian credit which had long been embarrassing that 
loyal Dominion, only the gold reserve of some {600 millions which Britain 
holds as banker to the sterling area and some others besides. Yet, in the face 
of a dollar deficit of some £600 millions in the twelve months to mid-1948, the 
Government proposed import cuts totalling only {200 millions, plus the savings 
from reduced outlays in Germany and from the very slight acceleration in the 
reduction of the armed forces generally. The export target remains on the 
revised basis of a rate of 140 per cent. (of 1938 volume) by mid-1948, but is 
projected to 160 per cent. by end-1948—without any indication of the grounds 
for believing that either rate can be attained. Sir Stafford Cripps, indeed, has 
declared that even if the export expansion can be achieved, there is no hope of 
holding the position so as to provide a long-term solution unless and until the 
fundamental disequilibrium between the trade of the Western and Eastern 
hemispheres is rectified. 

In the circumstances, it is hard to cavil at the plan to save imports by 
expanding home agriculture by one-fifth over a four-year period, though such 
a decision has highly depressing implications and its overall cost in man-power 
and in consumers’ sacrifices will be onerous. More heartening is the decision 
to tighten up control of capital outlays, and to concentrate upon projects 
siving quick returns, with priorities for agriculture, power and coal, and for 

xport-promoting and import-saving projects. The principles here begin to go 
) the root of the matter (thev follow closely those advocated in THE BANKER 
t month), and might carry some conviction if there were any assurance that 
ill be courageously and successfully applied. But it is rumoured that 
‘re-deployment .. . including some postponement ”’ of the building pro- 
rramme, which in present conditions is the most menacing and extravagant 
all capital commitments, is being planned on a minute scale of savings. 


On the more general plane, there are the appeals for longer hours of work (as 
2 emergency measure) in all industries which can secure the materials for 
creased output; for restraint in wage demands and dividend payments; 
r support of the savings campaign; and for salvage. The coal target is 


used by the equivalent of some 5 per cent.—but again without any assurance 
that it will be achieved. 

Such, in outline, is the Government’s crisis programme Even more 

disquieting than its inadequacy is the failure to provide any reason for believing 


1 


that it will in fact be carried through. In the field of executive action the 
policy is the mixture as before, save only for the re-introduction of the Control 

' Engagement Order, supported by marginal powers of specific direction of 

bour. For the rest, the Government relies upon exhortation and indirect 
pressures. To curtail non-essential activity and concentrate etfort upon the 

tal tasks, it will apparently depend upon the same apparatus of controls— 

rrking, for example, through differential allocations of raw materials and 
fuel—which in February it admitted “ cannot by themselves bring about very 
rapid changes or make very fine adjustments in the economic structure . . . 
the task of directing by democratic methods an economic system as large and 
15 complex as ours is far beyond the power of any Governmental machine 
working by itself, no matter how efficient it may be ’’. Nor, despite the noisy 
outcry over the new Supplies and Services (Transitional Powers) Act—which 
merely re-enacts, without extension in time, powers already available until 
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1950—is there any sign that the Government intends to employ much more 

Draconian methods. As The Times put it, “ this Government are far more 

likely to do too little than too much”’; or, as the News Chronicle declared, 

“for the moment, our danger is from sawdust—not from Czsars”’. How 
leplorably true. 

At almost all points both policy and methods are still marked by undue 
timiditv. The treatment of films, basic petrol and travel allowances affords 
the most obvious examples; but they are not the most significant ones. The 
hedging of the new measures with safeguards to ensure the minimum inter- 

rence with individual liberty may be praiseworthy, but it is also inconsistent 
and stultifying. It will not dissuade the doctrinaire critics from the belief 

t the Government is bent upon totalitarianism, yet it deprives the measures 
of their principal value. Thus, the new Engagements Order extends neither 
to ex-service men nor to part-time workers, and therefore prevents the Govern- 
mental machine both from steering the most important source of new man- 
power into the channels where it is most needed and equally from shifting 
part-time women workers from football pools and the like into the textile 
industries. There are still signs, too, of that tenderness for the consumer 
which was so evident in the import policy debate in July. Promises were held 
ut that an increase in home output and switches of overseas purchases to 
soft currency areas—a a“ ularly lame hope—wouid make good the inroads 
into domestic 8 plies the greater the administrative difficulties of 
moving resources from non-essential to essential industry, the more important 
is it to deprive the h ome consumer of all marginal suppli Ss in order to switch 
them to export. This is not only the quickest way of concentrating resources 
at the point of greatest pressure ; it is also a device which probably can have 
maximum value only in the immediate future—before the sellers’ market 
ibroad finally disappears. 

But even such weaknesses as these are not the most striking seam mn 

f the Government's timidity and lack of realism. In the field of policy ther 
emains the same yawning vacuum to which attention has been re imei 
lrawn in these columns. If measures of planning and direction, in the forms 
contemplated by the Government, cannot suffice to relieve the stresses and 
check the wastages in this overload ed economy and to move resources rapidly 
to the points of greatest need, the classical methods of tackling such ills must 
juickly be brought to bear. 

These are the orthodox devices of overall pressure, the despised and rusting 

uments of fiscal and monetarv policy. THE BANKER in recent months 

is repeatedly drawn attention to the deficiencies in both lines of approach 
-the specific planning method on the one hand and the overall financial 
method on the other. It has freely admitted that, especially in present con- 
ditions of scarcity and after prolonged abstinence, the financial instruments 
may be blunt instruments which can exert their full force only slowly and 
painfully—though whether more painfully than the swifter blows of full-scale 
‘direction ’’ is a nice point for the social metaphysicians to decide. But, on 
the Government's own hypotheses, these instruments, whether good or bad, 
the only ones which remain to it; they alone can fill the vacuum by 
operating in the wide sectors of the economy which are beyond the reach of 
specific planning. If Mr. Attlee personally could sound a clarion call and 
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epeat it rousingly at intervals to support the posters which now are merel; 
cheap copy for the cartoonists, if the people were in the mood voluntarily to 
re-create the spirit of Dunkirk, then indeed there might be an alternatiy: 

But he himself admits the first, and must know the second, to be impos- 
sible. The point has long passed at which exhortation can be a substitute 


eing so, the case for financial measures to bridge the void 


for pressure. Tha 
xiomati 

it is an axiom which the Government either does not see or does not choos 

to see. Worse still, it refuses to admit the contribution which financial laxity 

ind, in the matter of the cheap money policy, downright recklessness—has 

made to the wastages and unbalance throughout the national economy. Even 

f there were no evidence of prevalent personal extravagances, it would still 


be true that the glut of created money and the still rising suplus of spendabl 


omes over ti supply OF aValiaDie consumers Lor ds al sources Of Was 
neediess strain. Che whol economy Is overloaded, and il spencers wii 
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not voluntarily reduce their demands for the things which are least need 


nd cannot be forced to do so, beyond a very limited range, by specific plannin 

1 2 | } + _ > } > } _ ~*% bs } Cs ouva 
re is no alternative but to ensure that they have less available for spendi 
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ntrois flat been employed More eirectiveliyv, 1 Warnings Nad peen v& 
ilistically from 1945 onwards and exhortation made more strident, if tl 


am of dollars had not been allowed to act as a soothing syrup. The method 


of giving limited though necessarily nominal h iancial incentive nomina 
cause tl upply of goods has been so circumscribed—has been tried and 


} as fail d. 
Now, if the drift towards greater disequilibrium is to be stopped r t! 
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nth, it is readily di strable that the measures of ill- 
disastrous and wrong in the chronic under-employment of 1931 " 
nd right in th ui employment of to-day. 


Will the Government, even now, show statesmanship enought to admit tl 

ith, and explain to its camp-followers that the consequences will be the very 
opposite of those of the thirties? It is wrestling already with an analogous 
: \ to induce relaxations of labour’s organized safeguards against 
unemployment. It is a pity, even for his own sake, that Mr. Dalton was so 
foolish as to jeer at the forecasts of an autumn budget. It is not only in the 
Stock Exchange that his stock has fallen lately. But though ‘“‘ Daltons ”’ may 
languish, his political stock may reach a new high level if he will but have the 
courage honestly to think again. The Chancellor who pilots the country out 
of this morass will rank higher than any Goschen. 
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The Dollar Drain 


HE mass of statistical material divulged in the Parliamentary debate on 
the State of the Nation on August 6 and 7, and the facts given in the 
Chancellor’s broadcast a fortnight later, when convertibility was sus- 
nended, give a clearer picture than has hitherto been available of the magnitude 
and character of the dollar drain. Much of the detailed analysis, unfortunately, 
stopped short at June 30 last and did not, therefore, cover the subsequent 
spurt in drawings. But the figures for the first half of the year are of great 
interest and indicate quite unmistakably the forces which reached thee 
climax after the restoration of general convertibility in mid-July. 
The first set of figures to be considered is the comparison “ the drawine’s 
from the U.S. line of credits with the actual spendings of both U.S. and Cana- 
: dollars, two series which, as the following tobile indicates, * not follow 
stric ictly parallel courses, though their totals coincide. 
DOLLAR DRAWINGS AND SPENDINGS 
In million dollars) 


Drawings on U.S. Net Spendings fro 
Credit both Credits 
Cumulative Cumulatiy 

146: Total Total 

3rd Quarter aie as a 400 400 210 2to 

4th oe ro mar 200 600 ) 579 

47 

january o o6 oe se 200 3800 I 37 71 

February me a a on 100 goo 224 940 

March ie a ae ‘ 200 1,100 323 1,263 

April om dia r on 450 1,550 30 1,570 

May as cs ae ies 200 1,750 334 1,QO4 

June ‘i es or ws 300 2,050 305 2,212 

July ar a ar a 700 2,750 535 2,750 

Total a ss 2750 2,750 


This table shows how inordinately swollen was the climactic total of $700 
millions drawn from the U.S. credit in July—though the alarming rate of 
actual outgoings in that month was roughly doubled in the critical middle 
fortnight of August, before convertibility was suspended. Mr. Dalton, ex- 
plaining the July demands, disclosed I that a drawing of $r50 millions which 
would in the normal course have been made towards the end of June was, at 
the request of the U.S. Treasury, sentenced to the first days of July so as to 
fall within the new U.S. financial vear. In addition, the heavy seasonal pay- 
ments for North American grain were looming up, and $40 millions had to be 
found for this purpose during the month ; while one of the periodic payments, 
totalling $50 millions, had to be made for civil supplies (chiefly food) for the 
British zone in Germany. These special factors suggest that most of the July 
increase in outgoings ought to have been foresee able by those with access to 
the full inside facts. But although official hopes for that month were utterly 
falsified, the authorities were again caught unawares by the August climax. 
In July, it will be seen, the daily average drain was about $17} millions ; 
whereas in the last seven business days before the Government decided to 
suspend dollar convertibility the average was $34} millions—a total of 
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$176 millions in the five days to August 15, and $66 millions in the next two 
days. 

As yet, no further details have been given of the final pressure, so that 
analysis must be concentrated upon the period to June 30. As the above table 
shows, the net expenditure of U.S. dollars in the first half of 1947 amounted 
to $1,633 millions or £408 millions. Some of this may have been used in 
capital transactions, for the figure apparently included drawings in Canadian 
dollars, whereas Mr. Attlee gave a similar figure— {£405 millions—as the U.S. 
dollar deficit met by the United Kingdom in the same period. Mr. Attlee’s 
figures indicate the distribution of that deficit and, in particular, the part 
played by drawings on accumulated sterling balances by sterling area countries 
in order to finance purchases that had to be ultimately paid for in U.S. dollars. 

UNITED KINGDOM’S U.S. DOLLAR DEFICIT, JAN—JUNE, 1947* 











£ millions $ millions 
i trade with U:S ~ ar ia xs Ije 704 
l’urchases on German account ao as a 7 2y 116 
KX. trade with other Western Hemisphere countries. 118 472 
rling area purchases in U.S. ae 7 at a 5$ 232 
Sterling area purchases in rest of Western Hemisphere .. o 40 
rchases by European countries in dollar area .. eo 14 56 
Total oi8 oe 405 1,020 
* The deficit in U.S. and Canadian dollars in 1946 was under £350 millions. 


One startling fact brought out by this table is the extent of the U.K. pur- 
chases from Western Hemisphere countries, other than the United States, 
which had to be paid for in U.S. dollars. Canada and Argentina account for 
the greater part of this item of £118 millions. Mr. Dalton, in the course of his 
speech, gave some figures bearing on this aspect of U.K. dollar expenditure 
but these, since they covered the twelve months to June 30, 1947, cannot be 
matched with those in the above table. The Chancellor stated that the direct 
U.K. expenditure in Western Hemisphere countries other than the United 
States in the twelve months to mid-June totalled $615 mullions, of which 
$220 millions went to Canada (mainly for wheat), $135 millions to Argentina 
and other South American countries (mainly for meat) and the balance of 
$260 millions to Central America (mainly for oil and sugar). Most of the 
countries to which such payments were made belong to the group which, for 


i 


exchange control and payments purposes, is ranked under the American 


accounts system, payments through which have always been equivalent to 
payment in U.S. dolla in the case of Argentina full convertibility of current 
sterling earnings was granted in the financial agreement signed last autumn, 
and the right of convertibility was apparently fully exercised. In the case of 
Canada payments in U.S. dollars have had to be made on an increasing scale 
as a result of the serious deterioration of the Canadian balance of payments 
vis-a-vis the United States. Mr. Dalton stated that, by agreement between the 
Canadian and British Governments, one-half of U.K. expenditure in Canada 


was being met in U.S. dollars and one-half only by drawing on the Canadian 
loan. Of that loan of $1,250 millions, $500 millions remained unexpended 
when Mr. Dalton spoke on August 7. 

Next in order of importance among the items of dollar expenditure other 
than the direct U.K. deficit with the United States is the £68 millions provided 


for expenditure in the United States and the rest of the Western Hemisphere 
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by other members of the sterling area. Here again the global figure given by 
Mr. Attlee does not tally with the more detailed figures provided by Mr. Dalton. 
The Chancellor gave the following data on the dollar expenditure of sterling 
area countries other than the United Kingdom financed by drawing on the 
sterling area dollar pool in the first half of 1947: 
STERLING AREA DOLLAR EXPENDITURE, JAN.-JUNE, 1947 
Million dollars 





South Africa .. id ae = wa <s eis 50 
Australia 2 7 ne sai sie ae sc 60 
Malaya i a ea en a as a — 140 
All others : ca oc 7 ae — aoe 235 

Total a nae oh 205 





Malaya, it will be seen, still provided a net contribution to the dollar pool—the 
result of dollar exports of rubber and tin. The other members drew on the pool 
to the amount of $345 millions, leaving a net withdrawal of $205 millions for 
the half-year. In the second half of 1946 the sterling area on balance actually 
contributed $155 millions into the pool, so that there has been a serious 
deterioration. 

This deterioration is part of the general picture of world-wide dollar 
exhaustion, and can readily be understood. But there are some aspects of 
it that must cause surprise, even when all is explained. The most astonishing 
feature is that South Africa should have seen fit to finance a dollar deficit of 
$50 millions by drawing on the sterling area dollar pool in the first half of 
this year. Something rather more generous and helpful than this might have 
been expected from a member of the sterling area which in some respects 
never joined the — pool in that it never r accumulated sterling balances to 
any appreciable extent but preferred to carry its war-time surplus in the form 
of gold. The Reserve Bank now has a gold reserve of £185 millions, compared 
with {55 millions at the outbreak of the war, taking both figures at present 
market values. It would have been reasonable to hope that this reserve would 
have been allowed to provide for the whole of the current dollar deficit of the 
Union of South Africa. 

It is also surprising to note the extent of the dollar drain caused by the 


expenditure of “ all other ’’ members of the sterling area in the first half of 
the year. This item in the account represents drawings on accumulated 
balances, mainly by countries such as Egypt and India, before the agreements 
were made for immobilizing the greater part of their balances. These drafts on 
the dollar reserve ‘‘ for account of others ’’ are not in themselves unnatural or 


“e 


reprehensible. As Mr. Dalton said in his references to the sterling area “‘ we in 
this country are the bankers for the sterling area and we hold their gold reserves 

. during the war they paid us the golden dollars they acquired and we paid 
them whatever they reasonably needed for their trading’. The point is that 
the banker, desperately short of cash, had delayed too long in restricting the 
drawing facilities of the customers. Moreover, when making definite arrange- 
ments for transferring monies from their deposit to their current accounts, he 
showed a generosity which may have been in keeping with his pretentions to 
remain a banker, but which bore little relation to his capacity to pay. 

It is evident that, even in July, the drafts on the dollar credit to provide 
for the expenditure of others expanded appreciably—there is no other way 
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of explaining the large increase in that month, and there is no doubt at all 
that this factor was chiefly to blame for the torrential demands of August. 
Yet it is probably true that, in most public discussion, this expansion has been 
too closely related to the arrival of the mystic date, July 15. The channels 
through which the main “ convertibility ’’ drain of dollars flowed were wide 
open long before that date, namely through the arrangements made with 
Argentina and Canada and through the wide extension of the sterling trans- 
erable accounts system that began last February. What probably happened 
in July was that the accelerated direct drawings on the loan due to seasonal 
wheat payments to Canada and the United States and to heavy expenditure 
for German account—and perhaps the conviction abroad that July 15 plans 
1s such would accelerate the inroads into dollar supplies known to be fast 
leclining—stimulated a more general run on convertible sterling. Then, in 
arly August, the Government’s obvious surprise and alarm, and the in- 
dequacy of its proposed remedies for a situation which it did not seem even 
1en to understand, accelerated the whole sauve gui peut process. This brought 
nversi f the sterling released from accumulated balances by 
specific reements with U.K. creditors and also some accumulated sterling 
held under so-called gentlemen's agreements. Quite plainly, a run of this 
magnitude and suddenness could not have occurred if all holders of sterling 
had acted strictly within the spirit of the agreements: transferability was 


lever meant to imply straight convertibility into dollars, but only such con 
vertibility as and when the dollars were needed for making current payments. 
Mr. Dalton gave some let ails of me volume and distribution of sterling 


Malton ay 

balances on June 30 last. Their total at that date amounted to £3,559 millions. 
Of this, £1,700 millions had ews or was being brought under control | 
voluntary blocking agreements. A further {400 millions belonged to hastiaiie 
New Zealand and South Africa “‘ with which we have not thought it necessary 
to enter into the same kind of formal nresngesnents A further £760 millions 
was held by other countries in the sterling area, very largely by the Colonies, 

with whom we we have our own methods of arrangement ’’. This left a 
balance of £200 millions to which Mr. Dalton did not specifically refer but which 
presumably represents that part of the balances which have been made available 


for working onsieel to countries whose total balances of £1,700 millions have 
been blocked by agreement. This £200 millions, plus the amount held under 
informal agreement, presumably played an important part in the pressures of 
the cl 

Th illy of statistics certainly makes a strong case against convertibility 


a major culprit in the climactic dollar difficulties. But 


rtil no more than a connecting rod which linked the gold and 
dollar reserve with the deficit in the British balance of payments and with 
the releases « tling made with such light-hearted meray i The deficit 


he real enemy. As Mr. Dalton rather tritely remarked, “ supposing we 
could supply exports of British goods and services instead of sterling, there 
would be no difficulty about convertibility”. In some of its most damaging 
manifestations-—as for example, when countries such as Sweden and Argentina 
consciously restricted imports from Britain in order to accumulate current 
pa and spend it in the United States—convertibility was only a reflection 
of the fact that Britain does not compete effectively with the United States 


in the goods these countries want. 
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Fund and Bank: The First Full Year 
By Herbert M. Bratter 


WASHINGTON, August 6 


T 1818 H Street, NW, within three blocks of the White House, stands a 
A tore modern, air-conditioned office building which houses the head- 

quarters of the International Monetary Fund and the International Bank 
for Reconstruction and Development. This building, privately constructed 
during the war, was later occupied by the State Department. Ultimately, 
the entire building will be taken up by the two Bretton Woods institutions, 
which to-day have a still-growing personnel of more than 700 gathered from 
member countries in all quarters of the globe. The Bank, moreover, has an 
important although not large branch office—its marketing division—in the 
Federal Reserve Bank of New York, and office space in the B.I.S. at Basle. 

In London this month the Bank and Fund will hold the second annual 
meetings of their boards of governors. This is in accordance with the decision 
taken at the first annual meeting in Washington in September, 1946. The 
inaugural meeting of the governors of the two institutions was held at Savannah, 
Ga., in March, 1946, and pursuant to decisions taken there the executive 
directors of both bodies convened in Washington in May of that year to start 
their work. Thus, the London meeting marks the first full year of work of 
the executive directors, management and staffs. 

From what can be learned of the contemplated agenda of the London 
gathering, it contains nothing of world-shaking importance.* Mainly the 
meeting will be a gathering of representatives of finance ministries and central 
banks, who otherwise would not have the chance to get together and exchange 
views. But the presence of American officials will aftord further opportunities 
for discussions with members of the British Government and Bank of England 
in connection with problems of sterling, the Marshall proposal, etc. While 
the agenda will be definitely decided only a day or two before the meeting, the 
following topics have been set down for the Bank—and generally similar ones 
for the Fund : approval of the annual report, reports of the president and loan 
director, financial statements and the auditors’ report; passing upon the 
application of Finland for membership; increase in capital subscriptions ; 
selection of an advisory council, as provided for in the articles of agreement ; 
the proposed agreement with the United Nations ; site of future meetings in 
general ; place and date of the third annual meeting ; and election of officers. 

‘Increase in capital subscriptions ’’ relates to last year’s increases in the 
Fund quotas of France and Paraguay, which were made contingent upon 
application for similar quota increases in the Bank. Two other countries, 
including Iran, are seeking increased Fund quotas. Since increases in Fund 
quotas entail increases in Bank quotas, the Bank’s capital has to be adjusted. 








* Mr. Dalton, exp. aining on August 7 why Britain had not drawn dollars from the Fund 
(because advances ‘‘ carry a rate of interest which rises as the period extends . . . it seemed 
better to hold this among the reserves "’), announced that at the coming I.M.F. meeting he would 
raise ‘‘ the question whether we should not e xtend and modify, so far as the constitution permits, 


the purposes for which the Fund may be used ”’.—Ep 
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Among other questions which will come up is that of representation of ney 
nbers on the board of executive directors. (The Fund interpreted th 
pertinent Savannah and Wardman Park resolutions in a way which resulted 
in the election of an Italian representing, among others, unwilling Denmark : 


whereas the Bank directors, because of the rather heated feelings the issue 
] 


created, decided to leave the matter to the governors to solve at London: 
but under strong U.S. pressure in August they, too, elected an lialian.) Som 
hanges in the by-laws may be sought on minor points. Rulings and decisions 
of the executive directors during the past year may come up for consideration 
and possible revision in some cases. Questions of the use of the Fund’s 
resources may be raised in connexion with the provision that transactions not 
exceeding 5 per cent. of a member’s quota shall go through in three business 
days without notification to all the executive directors. Silver will come up 
for face-saving attention. If past meetings are a criterion, that in London 





| 
will proceed in well-oiled fashion. 

The London meeting wiil be the occasion for informa! discussion of other 
itters. One is the fact that thus far the Bank has dor othing for Latin 
nerica. .About this there has been some murmuring--In Spanish a 

uguese. It \ l that in July the Bank sent to Brazil a inissic 
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So t sure to m discussion of « lating t Ba 
h the programme for general European reconstruction. The Fund, too 

be aifected, especially if current reports from Paris about the gestating 

ecommendations of the r6-nation European Economic Ccoperation Com- 
ittee are accurate. It is stated that the E.Ie.C.C. has under consideration a 
proposal of the Benelux countries looking toward the reduction of the monetary 
in Europe through devaluations, where necessary, and the creation oi 

e sort of special “* Monetary Fund for Europe’. Implicit in this unofficial 


report is the feeling that the World Fund “ has so far failed to come to grips 


with the problem of stabilizing world currencies 

As to the success of the Bretton Woods programme to date, one hears in 
Washington quite different appraisals, depending upon the viewpoints and 
pre judice s of those consulted. Persons who Oppos dt 
was adopted by the Congress are inclined to say, ’ 
interesting are expressions of disappointment and disillusionment from Ameri- 
cans who took part in the Bretton Woods Conference in 1944. 

Before considering this appraisal in any detail, it may be well to record 
the main events in the history of the Fund and Bank during the past year. 
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ber disclosed its decision to start operations on March 1, 


1947, and in doing so reported its acceptance of the currency par values pro- 


posed by thirty members and the postponement of the fixing of parities 


eight. On May 22 t 


exchange transactx 


lands of $6 millions and an equal sum in sterling. On June 6 the Fw 


announced that it h 
emergency system oO 
against private tradi 
missions have visitec 


+ 


he Fund made its only public disclosure to date of acti 


ns: the sale to France of $25 millions and to the Neth 


ad no objection to the temporary use by Ecuador of an 
multiple rates of exchange. In June, too, it took a sta 
ng in gold at a premium. During the vear Fund techni 
1 Ecuador and Denmark, and in addition there has been 


considerable travel by the manaving director, Mr. Camille Gutt, whose West: 


European trip last 
directors, alternates 


spring attracted wide attention, and various execut 
and staff members both for the purpose of contact 


members and in connection with such other matters as observing internatio1 
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Another American who was at Bretton Woods said: 
“The Fund and Bank have not functioned as expected The Bank was expected 
float loans quickly and take chief burden of reconstruction, but it has to date (early Augus 


made only one loan 
$2 bilhons a ye 


this year another qu: 


“ Precisely becau 
practically untouche 
ts atfairs far more | 
vith one or two exc 
director oO 


it was thought at Bretton Woods that the Bank would lend $1 to 
stead they have finally squeezed out a quarter billion and may make 
iter billion of loans to Holland and Denmark 

se of the bad international situation the Fund finds itself with 1ts asset: 
d its internal organization has been much better than the Bank's 
larmonious, and its directors in general of far better quality than « 
eptions, the Bank’s. Whereas on the Bank you have had as executive 


n the Fund you have had a number of technically able men, and they 


have worked While there has been in the Fund some bickering between the bureaucrat 


and the directors, it 


the long run it has not amounted to much 
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The Fund's decision on initial parities was bad. Had there been simultaneous devalua- 
tions, private trade would have been encouraged. Instead, exchange controls are simply 
prolonged.’ 

‘t another American has observed : 

The outstanding ditterer between the hopes of Bretton Woods and the realities 
to-day arises from the world dichotomy Not only is Russia missing from the Fund and 
Bank, but some members of those bodies are within the Russian orbit, which militates 
igainst the Bank and | i function as planned 

Another difterence tween the expectation and reality is that the Bank’s charter 
rovision on politica nsiderations is being construed as applying only to affirmative 
action hen, the B has been mak a conscious effort to build up a loan portfolio 
which investors will re 1 as desirabie 1ereas the Bretton Woods idea was quite a different 

namely, that t! rity f the investor would be the guarantees of the whole 
1embership. The trend, therefore as been away from the original purpose 

The Bank is not going to be of much help in reconstruction and development. It is 
ultra-cautious ven the relatively small amount contracted to date for loans will be paid 
uut only gradually in the course of a year or so against cancelled vouchers 

‘The cost of mon to the Bank also is more than was expected at Bretton Woods 
So the Bank has been a disappointment to date 

“The Fund has not been used nearly as much as its authors expected at Bretton Woods 

1944. For one thing, the United States has been financing a large part of the world’s 
current needs for dollars 





‘In their first year | Fund and Bank were to have taken the initiative. Actually, 
both have been more passive than active 

“And in the staffs, some of the Americans feel, foreigners have brought to Washington 
hierarchical considerations, so that salary is the test of who lunches with whom and who 
vets a water carafe or a glass top for his desk.*”’ 

In circles where the Fund’s work to date is defended, it is pointed out that 
the Fund’s decision on parities was the only practical course ; that there was 
no way of knowing what the correct parities should be and more advantage 
than disadvantage in keeping the existing rates, in view of the fact that there 
was a general seller's market for goods. For thoroughly disorganized countries 
like China, Greece, [taly, Poland, and some others as well, no par value was 

cognized by the Fund. The initial parities have been maintained to date, 

with the exception of the changes in Ecuador referred to above ; and although 

there have been recent adjustments of rates in certain member countries 

hich have not agreed with the Fund as to their parities—e.g. [taly, Poland, 

( ruguay—it is argued that, with a few individual changes, the general pattern 
i 


ed to by the Fund in December seems likely to persist. In some Cases, 
? 


iyustment has been post | because of the advance of American prices. 
[In sharp contrast with the criticisms of the Fund’s decision as to initial 
ities is the opinion expressed in Fund circles that stabilization has been a 
or of confidence in a highly disturbed world and that the bringing of so 
iny countries into a regime of consultation has kept some of them from 


ting unilaterally and hastily, with repercussions on others. Once the present 
llers’ market for goods ends, it is conceded, the overvaluation of exchanges 
mificant consideration. 


become a more sig1 


As for the world shortage of dollars, the Fund cannot make any significant 
ntribution to the problem. It is limited to short-term operations with a 
*In The Arisiocra f Harvard it is written Si , “aaa 
And this is good old Boston, 
The home of the bean and the cod, 
Where the Lowells talk to the Cabots, 
And the Cabots talk only to God 
Phis may be parodied as follows: 
And this is good old H Street, 
Where the hopes of the world have been put, 
Where technicians talk not with the typists, 
And directors alone talk with Gutt.’ 
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‘ punitive ”’ scale of interest charges. Members may borrow only a quarter 
of their quotas in any one year. Hence in the next few years the Fund cannot 
do more business than about $500 millions a year, unless the United Kingdom 
and Canada make use of the Fund. Moreover, use of the Fund is restricted as 
to purpose. But the outlook is for gradually increasing use of its resources 
to meet special and temporary situations. On the other hand, use of the 
World Bank’s resources for currency stabilization is reported to be unlikely, 
although the subject has been discussed. 

The fear of early critics that the Fund would soon be “ plundered ”’ of its 
dollars has not so far been justified. Doubtless there are members who would 
like to ‘‘ plunder ”’ the Fund, but such ideas have been discouraged by informa! 
taboos. Managing Director Gutt has a reputation for financial conservatism 
It is stated that increasingly as time goes by applicants for Fund assistance will 
have to show that they are taking proper fiscal, monetary and exchang 
measures and living within their means. France, for example, would seem to 
be a candidate for serious discussions with the Fund on such subjects. Proper 
use of the Fund involves continuous scrutiny of borrowers, whereas in the case 
of the Bank, the prime safeguards are the initial guarantees in the loan agree 
ments. Thus, it is claimed, the Fund will exert constant pressure toward 
sounder policies on the part of members. 

The Fund exists in a world of trade and exchange restrictions which are 
likely to continue for some years; the Bretton Woods Fund Agreement, it will 
be recalled, provided for a five-year transition period, within ‘which exchange 
restrictions are permitted. The Fund has brought multiple currencies under 
the trans sitional arrangements. Indicative of the difficulties it faces in this 
matter is the fact that even such relatively strong countries as Canada and 
South Africa have claimed the transition-period privileges. 

Partly because of the important functional distinctions between the Bank 
and Fund, the history of the former has been quite different. Since the Bank 
operates chiefly with money borrowed from American investors, the United 
States, prior to the Savannah meeting, decided that its operating head should 
be an American. But, whereas the Fund quickly de cided upon Mr. Gutt as 
its managing director, the United States for a long period was unable to 
nominate a candidate to head the Bank. The post was offered in vain to 
Mr. Edward FE. Brown, a Chicago banker, to Mr. Lewis W. Douglas, then an 
insurance company official, and to others, before, eventually, Mr. Eugene Meyer 
undertook the job. 

The Meyer regime was not a happy one. Administration officials who 
wanted to see the Bank play a vigorous lending role were very critical, in 
private conversation, of the Bank's “‘ slowness” in getting into the lending 
phase. In December, 1946, when he suddenly announced his resignation, not 
even the bond department had been created. Many weeks passed before a 
successor to Mr. Meyer could be found, and this only on hard conditions which 
in effect transferred control of the management and the Bank’s policies to 
Wall Street, without whose cooperation the Bank’s debentures could not be 
successfully floated. Between Mr. Meyer’s resignation in mid-December and 
Mr. McCloy’s taking office on March 17 the Bank marked time. 

With the advent of the McCloy administration, things began to happen. 
Mr. Collado resigned and was replaced as American executive director by 
Mr. Eugene Black, a Chase National Bank vice-president. Other American 
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‘tment bankers were brought in. A marketing department was establis! 


1 located in New York, with close contacts with the financial community 
the New York financial press. Mr. McCloy, Mr. Black, and others of the 





management work irdently to convince the financial community of 
soundness of their policies in the Bank, travelling in this effort many 
unds of mi makir umerous addresses, and holding countless con- 
i nce id i t} ime language as the nation’s bankers 
1ew management was by midsummer able to dissipate the clouds of doubt 
the Banl ti tory had raised, and, as already mentioned 
0 millions of Bank debentures were marketed on July 15, apparently with 
success The Bank nounced that the two issues had been heavily 
bscril l \ 
The flotation was marked by Holly d-like ceremony at the New York 
Exchange, att | by wious bat officials and directors. The first 
un ion came ovet icker at 103. Some persons pointed out that it 1s 
ossible for the Bank under its articl f agreement to make a market for its 
securities n thi press ven t sympathetic New York papers 
ted allusions appeared to the presumably extensive “ free riding ”’ in the 
wut which is mace pos le because they were offered at below 
( he m would p curities guaranteed by the United States’ 
mitment to the Bank. .As one writer put it: “ The Bank purposely ‘ mad 
istake’ to assu i big respon Investors in-the-know recognized thi 
istake’ for what : How much tl febentures were oversubscribed 
Ba ) | to tell 
Ch is no doubt that the Bank’s present management has the favour of 
Street ft is bei perated with all the circumspection possible under 
An international institution which by its charter must 
political purp its ’ ction is bound to have political effects 
very ision must be a compromise. Basically, the Bank to-day 
s within the confines of American foreign policy. If, as now seems possible, 


] } \ 


land gets a loan, the .American public will be given to understand that it is 
ruarded so as not to benefit the U.S.S.R. Mr. McCloy is anxious for the 
nk to play a role in European reconstruction within the scope of the Marshall 
rramme. ‘to this end he recently offered the Bank’s facilities for the 


toration of Ruhr coal production, mak his offer to Ambassador Douglas 
0 rf t ti Visits to Germany ; but the problem of German coal 


d Bank's sphere. 


fhe Bretton Woods financial twins have been brought forth in a stormy 
Thus t! have disappointed the high hopes so many placed in 

them. They | iot played a vigorous role in reconstructing, much less 
loping, the war-wrecked world. “ Russian cooperation,’’ which Secretary 
the Treasury Henry Morgenthau, Jr., so happily hailed at Bretton Woods, 
since been revealed as a snare and delusion. The Fund can look forward 
v a strong world influence only when this turbulent period has 
passed, while the Bank has been dwarfed by the world’s accumulating needs. 
The Fund and Bank were to have been the international channels for American 
aid to the world, yet, despite this country’s large investment and commitment 
int those institutions, far larger sums have been and still will be given in other 
ways. Expensive organizations, the Fund and Bank have yet to prove their 
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worth. 
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Securities under the New Exchange Act 
By David Sachs 


HE Ex trol Act, which received the Royal Assent on March 
17, iS me into operation October t next. The Bank of England 
as already issued instructions and explanatory notices relating to the 
new procedut yverning all transactions in securities effected in the United 


Kingdom and all transactions in securities, wherever effected, to which residents 
of the United Kingdom are parties. The issue of the new notices and instruc- 
tions well in advance of the date of operation of the Act is commendable, sinc 

it provides all those concerned with the day-to-day administration of the new 
system with ample opportunity to learn the new rules of the securities game 


[t is not without trony that the wholly praiseworthy attempt to liberalize the 


system of exchange control relating to securities should have resulted in the 
‘eation of more forms and more elaborate procedures than existed under the 


ld régime. The new complications are, however, inevitable, and spring from 


are at last being granted, combined with the necessity 





to protect the country’s exchange reserves 

n its application to securities, the Exchange Control Act, compared with 

Defence (Finance) Regulations which it replaces, is notable for two things : 
[t confers no power on the Treasury to requisition securities from 

sidents in the United Kingdom, and 
2) it requires all securities coming into clearly defined categories to be 
1 Depositary. These categories a 
bearer securities, securities on which dividends or interest a1 


ep 1 With an AUthnorize 


yy coupons and securities transferable to or on a regis 
9utside the Scheduled Territories.* 

fo un tand th icts of omission and commission, they must be related 
primary purpose of protecting the country’s exchange reserve. The 
linguishment by the Treasury of the power to requisition securities which it 
road for foreign exchange does not mean that it is no longer 

interested in the securities. The power to requisition them has, it is true, 
been surrendered, but the necessity for such power might recur. (Indeed, the 
mere existence of exchange control is an ever-present reminder of that con- 
tingency.) Accordingly, the new procedures are inter alia designed to ensure 
that such securities nay be marketable abroad shall be kept in a way which 
will prevent their being removed from the supervision of the Treasury. The 
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svstem of supervision is extended to sterling securities in bearer form, 
whether they have a market abroad or not. Insofar as they have such a market 
(which is true of many of them) the cortrol by means of lodgement with an 
Authorized Depositary is understandable, but otherwise is hard to justify. 
Now that censorship oi the mail no longer exists, the employment of bearer 
securities to facilitate the flight of capital would have been a simple matter. 
Persons with property in the United Kingdom could have acquired such 
securities and then sent them abroad, either through the mails or by carrying 
them on their person when leaving the country. To what extent these sterling 





* Scheduled Territories : the British Empire (excepting Canada and Newfoundland), British 
Mandated Territories, British Protectorates and Protected States, Lraq, Transjordan, Iceland 
and the Faroe Islands 
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securities could be disposed of abroad is another question. At best, i.e. when 
a market in the securities exists, sales in present circumstances would take 
place only at a substantial discount. But that would not, of course, necessarily 
act as a deterrent. Indeed, the existence of the discount is but a reflection of 
the conditions which led to the creation of exchange control and, it might be 
assumed, to the temptation on the part of the weak or the unscrupulous to 
export their capital. 

Important as is the new procedure relating to the custody of bearer and 
foreign securities, it is of far less general interest than the alterations in the 

regulations governing dealings by U.K. residents in foreign securities in the 

United Kingdo m and abroad. The regulations will now permit (1) dealings 
in the United Kingdom between U.K. residents in all, as distinct from merely 
some foreign securities as at present, and (2) the sale abroad of foreign securities 
for the purpose of reinvesting in other securities of the same currency, except 
that, when Canadian stocks are sold, the right of reinvestment is still with- 
held and the proceeds must be repatriated to this country. These are con- 
cessions which should have been granted long ago, a fortiort, smce they have 
no essential connection with the Exchange Control Act as contrasted with the 
Defence (Finance) Regulations. But they are none the less welcome. 

Such, in outline, are the main effects of the new Act in its application to 
securities. Their interpretation and significance will now be examined in detail 
under each of the two main heads. 


SYSTEM OF AUTHORIZED DEPOSITARIES 
Section 15 of the Exchange Control Act requires the following classes of 
securities to be kept at all times in the custody of an Authorized Depositary 
“‘ any security except (a) a security which is registered in the United Kingdom 
otherwise than in a subsidiary register and on which none of the dividends or 
interest is payable on presentment of a coupon; and (b) any such other 
securities as may be prescribed’’. The Bank of England has wisely seen fit 
to expand this short but rather inscrutable wording into the following com- 
prehensive categories : 
(a) Bearer securities, whether payable in sterling or other currency. 
(6) Securities, whether payable in sterling or other currency, on which interest or dividends 
are payable by coupon. 
(c) Registered Certificates issued by a Registrar outside the Scheduled Territories 
(d) Registered Certificates issued by a Registrar within the Scheduled Territories in 
respect of securities which, without the consent of that Registrar, can be transferred to or 
in a Register outside the Scheduled Territories. For instance, certificates for shares in the 


Electrolux Corporation or the Mozambique Company must be deposited even if on the 

London Register ; so also must certificates for shares in the Celanese Corporation of America 

unless they have been placed at the disposal of H.M. Treasury under the Financial Powers 

(U.S.A. Securities) Act, 1941. In the case of certificates issued by a United Kingdom 

Registrar in respect of Canadian Securities, oniy the following need be deposited : 
Canadian Celanese Limited ) Certificates ir 
International Nickel Company of Canada Limited. > vespect of ail 
Monterey Kailway Light and Power Company. J issues. 


It should be noted that all the above categories of securities must be deposited 
if they are physically located in the United Kingdom, irrespective of the 
residence of the owner. So must the same securities, irrespective of their 
physical location, which are within the control, directly or indirectly, of U.K. 
residents. 

The list of ““Authorized Depositaries ’’ with which the securities must be 
lodged comprises the Bank of England, the Share and Lean Department of 
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the London Stock Exchange and the offices in the United Kingdom of British, 
Foreign and Overseas Banks. These are, in fact, the institutions which would 
in any event have held the bulk of the securities concerned, since outside the 
safe deposits they are practically the only places with facilities such as vaults 
and strong-rooms in w hich bearer securities are usu: iully kept. It is, however, 
not sufficient now to keep the securities with an Authorized Deposit: iry in, for 
example, a sealed envelope or strong-box. The Authorized Depositary must 
be informed of the nature of the security and empowered to remove it from 
the envelope or box or other container. In other words, the securities concerned 
must be held directly with a bank, or—and this applies only to members of the 
Stock Exchange—with the Share and Loan Department. 

However, the fact that the requirements as to “ deposit ’’ have been 
satisfied does not mean that dealings in the securities become free. Two more 
a must be fulfilled before the Depositary can deal with a security : 

(1) The security must be accompanied by all coupons which would not 
in the ordinary course have been detached. That is to say, it must be in such 
shape as to ensure good delivery on a Stock Exchange. This is an ele aeaiaty 
safeguard, since coupons payable abroad could, if det ached, easily serve as a 
means of obtaining foreign exchange which might then be lost as far as this 
country was concerned. 

(2) The Authorized Depositary must be prepared to complete a “ prescribed 
declaration ’’. This declaration covers two important matters ; (a) non-enemy 
interest and (0) non-resident interest and must be in the following form : 

From facts known to us or from enquiries we have made, we hereby declare in respect 
of each of the securities listed in the attached schedule that to the best of our belief : 

(1) since September 2, 1939, no enemy has, directly or indirectly, had any interest or 
right therein or that the fact of any such interest or right has been either communicated, 
or is not required to be communicated, to a Custodian of Enemy Property in the United 
Kingdom ; 

(2) if the securities are to be held in the name of a person resident outside the Scheduled 
Territories, the owner is so resident. 

Where a security has already been lodged with a bank, it may be presumed 
that the bank would long ago have satisfied itself on these two points in order 
to comply with the Defence (Finance) Regulations and the Trading with the 
Enemy Act. Now, however, that securities are being brought out of private 
safes and strong-boxes, there is no certainty that these statutory re quirements 
will have been met. Accordingly, depositaries in order to be in a position to 
give the required declaration are called upon to enquire into the history of all 
“ deposited ”’ securities which thev receive. 

Insistence upon the “ deposit ’’ of certain securities with a bank directly 
affects the business of stockbrokers and all who are concerned in one way or 
another with dealing in stocks and shares. Many people entrust the entire 
handling of their securities to stockbrokers, who in these matters in fact act 
as bankers by holding securities in their own safes, or in strong-boxes which 
may be placed at night in the vaults of a bank or safe deposit. Other people 
operate similarly through private banks which are not on the list of Authorized 
Depositaries. To a less extent solicitors, too, are entrusted with the custody 
of their clients’ securities, though mostly for short periods. In all these and 
similar cases, provision has clearly to be made to preserve the position of 
such persons vis-d-vis their clients and at the same time not to impair the 
efficiency of the new controls. This has been done by creating a second list of 
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persons styled “‘ Temporary Recipients ’’, to whom Authorized Depositari 

may, in certain clearly defined circumstances and for a period not exceediny 

one month, part with “ deposited ”’ securities. The list of Temporary Recipients 
1 


who must all be in the United a lom, consists of (1) legal persons holding or 


exempted from holding Princ s licences under the Prevention of Fraud 
(Investments) Act, 1939; (2) members of U.K. Stock Exchanges or Associations 
recognized for the purposes of the Prevention of Fraud (Investments) Act, 
1939; (3) members of The Belfast Stock Exchange, The Issuing Houses 
Association, The Association of Investment Trusts, Tine British Insurance 
Association ; (4) firms of solicitors; and (5) the Public Trustee and the 
Accountant General of the Supreme Court. 

Temporary Recipients may withdraw a “ deposited security or coupon: 

rT 


attached thereto for the purpose of delivering it at home or abroad to effect 


an authorize -d sale or negotiation or collection, as the case may be. Authorized 


. h - > _ > . , ++ ps > yr - . ° 
Depositaries and Temporary Recipients may also—and this is vital to preser\ 
the position of Temporary Recipients vis-a-v7s their clients—-maintain records 





rities in their books for account of (1) persons resident in the Scheduled 


ferritories irrespective of the country of residence of the owner, (2) persons 
resident outside the Scheduled Territories irrespective of the residence of t! 
ywner provided the securiti ire so recorded at the opening of business 
October 1, 1947. Th London broker, to take perhaps the commonest 
example, with clients, say, in New York for whom he has been accustomed to 
» bearer securities in his own safe, must now deposit these securities with 
an Authorized De positary. The securities must be in such shape as will make 
th ,ood delivery on a Stock Exchan , that iS, accompanit Lby the necessary 





s. The broker must also satisty the Depositary as to the non-enemy 


and non-resident interest. But, in doing so, he is not called upon to Su] ly 


+ SA, 


details of ownership. A simple declaration on the lines prescribed, without 
dei itls ot own rship, will Stith 
It is convenient at this stage to mention an alteration of substance which 


| 


the new Regulations make in the system of holding — for non-resident 


account. As is well known, bankers and brokers in London have long been 
iccustomed to hold sterling securities for other aie and brokers all over 
the world. Th urities in question do not, of course, belong to the foreign 
banker or broker but to their clients, and where the banker or broker carries 
on business in an international centre such as New York and Geneva the 
owner of the securities is very often resident in a third country. Thus, a 


London bank will often hold for account of a Swiss bank securities which 
belong to a person resident in France ; a London broker may hold for account 
f a New York broker securities which are the property of persons in Cuba or 
Buenos Aires. This state of affairs has long been recognized by the Bank of 
England under the existing system of control, and inde ed, as will be seen from 
the account given above, banks and brokers in this country are specifically 
authorized to continue security accounts for persons resident outside the 
Scheduled Territories, irrespective of the residence of the owner, where the 
securities are so recorded as at the opening of business on October I, 1947. 
However, under the new dispensation, securities received after October I 
may not be held for account of a non-resident unless he and the owner of the 
securities are both resident in the same country. Thus, Brazil sterling bonds, 
to take a frequent example, received by a London bank for account of a New 
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York broker, must be refused unless the owner is resident in the United States. 
If the owner resides, say, in Switzerland or Holland, the bonds cannot be held 
in London for account of the U.S. broker. It is difficult to see why this new 
rule, which cuts across the long-established practice of the London market, 
should have been introduced. So far as can be seen, it does not contribute in 
inv way to the efficiency of Britain’s exchange control, and it can act only 
1s an itritant to foreign bankers and detract from the position of London as 
iternational securities centre. 


NEW FACILITIES FOR SWITCHING 

We come now to the liberalization in the administration of the Security 
Regulations for which the passing of the Exchange Control Act has been made 
the occasion, though it is not the cause. The concessions, as noted at the outset, 
chiefly embrace ; (1) dealings in the United Kingdom between U.K. residents 
in all securities, and (2) dealings outside the United Kingdom so as to allow 
U.K. residents to sell one foreign security and buy another expressed in the 
same currency. 

To appreciate the nature of these concessions, it is necessary to glance at 
the provisions of the Defence (Finance) Regulations and the manner in which 
they were applied.* In the past, U.K. residents owning securities the principal, 
interest or dividends on which were expressed to be payable in one or other 
of the chief foreign currencies, had to make a return thereof to the Bank of 
England, which was empowered to requisition them on payment in sterling at 
the current price. Many U.S. and Canadian dollar securities were, in fact, 


requisitioned and realized by the Treasury during the first few years of the 
war. A curiously illogical policy was adopted with regard to those stocks 


which were not requisitioned. Some——it is impossible to tell on what principle 
they were selected—could be disposed of by one U.K. resident to another 
against payment in sterling. Others could be sold only overseas, in the market 
appropriate to the security, and only if the foreign exchange proceeds were 
remitted back to the United Kingdom. The effect of these restrictions was to 
eliminate the market in London in some stocks and restrict the freedom of 
action of U.K. owners of-others. Now, as from October 1, residents in the 
United Kingdom may buy and sell a7v securities on a Stock Exchange in the 
United Kingdom. It goes without saying that such transactions take place 
against payment in sterling and that no foreign curreny changes hands. 

The basis on which transactions will be effected is a matter of interest. So 
far as U.S. dollar securities are concerned, the volume of these available for 
purchase in London is, as stated above, now small. According to the White 
Paper on Statistical Material presented during the Washington Negotiations, 
Britain’s sales of U.S. dollar securities amounted to £203 millions. Many of 
the marketable U.S. dollar stocks which were not thus disposed of were 
mobilized to serve as collateral for the loan made to the British Government by 
the Reconstruction Finance Corporation. Though this loan is being gradually 
repaid out of current earnings from the collateral, the securities are not released 
pro tanto to the owners. What is left of the other U.S. dollar stocks is now 
largely represented by foreign Government dollar bonds, notably the Australian 





* See ‘‘ Control of Foreign Securities ’’, in THE BANKER for December, 1946, for full discussion 
of the existing system of control, and of the case for ‘‘ switching ’’ facilities. 
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issues, and a small number of common stocks. At present, Australian Govern- 
ment 32 per cent. dollar bonds, in which transactions between U.K. residents 
are permitted, are being dealt in at a price of $140 London. The New York 
price is $95, plus accrued interest, giving a London equivalent of approxi- 
roy ly $120 (London quotations are, of course, based on the notional rate of 

$5 to the £), so that the present London price represents a premium of roughly 
16 per cent. on the New York price, equivalent to an exchange rate of $3.46 
to the { 

This premium may rise once investors here begin to avail themselves of the 
other relaxation granted under the new system, viz. the right to sell foreign 
securities in the centre appropriate to the currency of the security sold and 
to reinvest the proceeds in securities of the same currency. (Such transactions 
must take place on a recognized Stock Exchange, be completed within two 
months and any currency balance remaining over must, if possible, be remitted 
back to the United Kingdom.) This means that U.K. investors will not have 
their interest in U.S. dollar securities limited to the specific securities making 
up the small stock now remaining in U.K. hands. By purchasing in London 
one of these U.K.-owned securities, the investor will have access to the whole 
of the New York market in U.S. dollar stocks. If there were to be any large- 
scale attempt at desertion of the London market, owing perhaps to distrust of 
sterling, the present premium on U.S. dollar stocks could in principle rise to 
fantastic heights. A number of important factors, however, would tend to 
restrain such a movement—notably, the consideration that the power to 
requisition stocks might be restored to the Treasury (who would not, of 
course, pay holders the inflated London price) and the probability that, 
for some time, the New York market may be unlikely to attract the speculator. 

As for switching in other foreign securities, the existence of exchange 
control in nearly all foreign centres is hardly calculated to encourage much 
activity in this direction. It is to be regretted that U.K. holders of Candin 
securities are not to be permitted to switch their Canadian stocks in Canada. 
This facility has been withheld because under the 1942 Canadian Loan Agree- 
ment, all sales in Canada of U.K.-owned Canadian dollar securities must be 
utilized in reduction of the Loan. If the Canadians have invoked this condition 
of the Loan Agreement to prevent switching in Canadian stocks, there is 
nothing more to be said. However, the stocks in question do not appear to 
have been specifically pledged as collateral, as happened in the case of the 
American R.F.C. Loan ; and from the Canadian point of view it would appear 
that little harm would have been done by allowing U.K. holders to exchange 
one Canadian security against another, particularly as there has been no 
Canadian insistence that all Canadian stocks should be requisitioned by the 
Treasury and transferred to Canada in repayment of the Loan. 

The above discussion of the new Securities Regulations cannot claim to be 
complete. The Regulations themselves, or—to use the word employed in the 
Bank of England notices—instructions, comprise seven separate notices, 
numbering in “all sixty pages, not to speak of the new forms which have been 
introduced in addition to those already in existence. But this analysis of the 

major aspects should provide a sufficient general guide to all who are not 
personally concerned in working the system and who must perforce consult 
the regulations as such. 
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The Sentence of Ex-Enemy Debts 
By H. Neufeld 


T fis Treaties of Peace with Italy, Roumania, Bulgaria, Hungary and 











Finland, signed on February 10, 1947 (Cmd. 7022),* and the Final Act of 

the Paris Conference on Reparation (Agreement on Reparation from 
Germany) signed in Paris on December 21, 1945, and ratified on January 14, 
1946 (Cmd. 6721), contain a number of clauses dealing with pre-war debts of 
ex-enemy Governments and nationals owed to Allied Governments and their 
nationals. These provisions are of great importance to British creditors wishing 
to pursue their pre-war pecuniary claims against ex-enemies, since some indica- 
tion is given of how such claims can be satisfied. In contrast to the Treaty of 
Versailles, no detailed machinery for ascertaining and settling the pre-war 
indebtedness of ex-enemies has been created. 

These terms are, apart from a few exceptions, identical in contents and 
wording in each of the five Peace Treaties, and therefore can be discussed 
collectively. The clauses of the Reparation Agreement dealing with German 
pre-war debts are of a different character; they are described separately in 
the second half of this article. 


I—TREATIES WITH ITALY, ROUMANIA, BULGARIA, HUNGARY AND FINLAND 

Two fundamental principles for ex-enemy debts are laid down in the Peace 
Treatiesf : 

(a) The state of war itself has not affected pecuniary ex-enemy debts 
arising out of pre-war obligations, contracts or rights and payable prior 
to the coming into force of the Treaties. These debts are not cancelled, 
as are contracts that required for their execution intercourse between the 
enemy parties during the war (Italy, Annex XVI, A; other countries, 
Annex V, A). 

(6) Nothing in the Peace Treaties shall be construed as impairing 
debtor-creditor relations arising out of pre-war contracts, apart from 
exceptions expressly provided for in the Treaties. 

As the result of these two principles, ex-enemy pecuniary debts owed to Allied 
Powers or their nationals which had fallen due before the end of the war are 
unaltered in their existence and are governed by the same terms as obtained 
before the war, in particular those regarding the law applicable to the obliga- 
tion, currency, place of fulfilment, security, due date, interest rate and arbitra- 
tion. Therefore, interest accrued on these debts at the contractual or current 
rates during the war. The Allied creditor will be permitted to take action 
against his debtor or to compromise with him in the same manner as he could 
have done before the war. 

The Peace Treaties also protect the creditors against the expiry of periods 
of prescription and limitation of right of action or of the right to take conser- 
vatory measures. All such periods have been suspended for the duration of 
the war, so far as they concern Allied nationals who, by reason of the state of 
war, were unable to comply with the formalities necessary to safeguard their 





* The ratification of the Treaties will probably take place in the course of the next few weeks. 
t Peace Treaty with Italy, Article 81 ; Roumania, Article 29; Bulgaria, Article, 27; Hungary, 
Article 31. The Peace Treaty with Finland does not contain similar terms. 
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rights. This rule applies also to periods fixed for the presentation of securities 
due for redemption and of interest and dividend coupons. The periods begin 
to run again on the coming into force of the Treaties. Any part of such a 
period that had already run before the war is not cancelled; the periods have 
only been extended by the time of the war. If, for instance, such a period 
amounted to six years and had already run five years at the outbreak of war, 
it will be completed one year after the ratification of the Treaties. 

Similar rules are laid down for the periods within which negotiable instru- 
ments are to be presented for acceptance or payment or to be protested or 
within which notice of non-acceptance or non-payment is to be given. Here 
a period of three months from the coming into force of the Treaties is allowed 
for the instruments to be presented or protested or notice to be given (Annex 
XVI, C for Italy ; and Annex V, C for the other countries). 

lf a judgment has been given by an ex-enemy court during the war in 
proceedings where an Allied national was unable to make adequate presenta- 
tion of his case, the Allied national shall be allowed to apply to the ex-enemy 
authorities for a review of the judgment within one year from the coming into 
force of the Treaties and shall be restored to the position in which he was 


before judgment was given. He shall be afforded just and equitable relief 
he has suffered injury by the judgment (Annex XVII, B for Italy and 
\nnex VI for the others). Allied rights affected by measures of execution 
iring the war shall be restored in a similar way (Italy, Annex NVI, B:; 
others, Anne \ ) 
Payment debt by an nemy debtor to a Custodian of Enem 
Property or a similar authority will not be considered to have discharged him 


from his obligations to his Allied creditor, even though the law of his country 
force on the day of payment, or an authority of his country, may have 


given him such discharge. This is not expressly stated in the Treaties, but 
it results from the obligation of the ex-enemy Governments to restore all legal 
rights and interests of Allied nationals as they existed before the war and to 


nullify all extraordinary war measures, including seizures, sequestrations o1 
control taken against Allied property.* A law that bound or entitled an ex- 
enemy to pay his debt, owed to an Allied national, to an authority in the 
debtor’s country and provided discharge from his debt by such payment is 
to be considered a measure takeu against the Allied claim. Such a law is to be 
revoked retrospectively and the creditor's claim to be restituted. If, however, 


an Allied creditor is prepared to accept the money paid to the ex-enemy 





Custodian and to discharge his debtor, e.g. where the debt was expressed in 
terms of an ex-enemy currency, he is allowed to make an arrangement with the 
ex-enemy Government to that effect. 

If, on the other hand, a British subject paid a debt, owed to an ex-enemy, 
to the British Custodian of Enemy Property during the war, the discharge 
resulting from this paymentf remains valid, as the Treaties do not impose 
similar obligations upon the Allied Governments to restore pre-war rights and 
to nullify war measures. 

* 


Such are the provisions of the Peace Treaties safeguarding pecuniary claims 





* Italy, Article 78: Roumania, 24; Bulgaria, 23; Hungary, 20; Finland, 25. 
t See Trading with the Enemy (Custodian) Order, :939, Sect. 3 (IV). 
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of Allied nationals against their ex-enemy debtors. These claims, as they 
existed before the war, are maintained legally but not in substance. Some 
may have lost value through the insolvency of the debtor after the outbreak 
of war, or by reason of depreciation of the currency in which the debt 
expressed. The Treaties afford no protection in this respect. They do not 
establish a guarantee of the ex-enemy Governments or prescribe the applica- 
tion of pre-war rates of exchange, as was provided for in the Treaty of Ver- 
sailles. Nor is any obligation imposed upon the ex-enemy Governments to 
secure fulfilment of their own and their nationals’ pre-war debts. The payment 
of ex-enemy debts is subject to the foreign exchange regulations of the debtors’ 
countries ; these regulations are expressly referred to in the economic clauses 
of the Treaties,* and no exception is made for the purpose of meeting Allied 
claims. Nevertheless, the payment of British claims against Italian debtors 
is provided for in the Anglo-Italian Agreement of April 17, 1947. 

A partial satisfaction of Allied claims may be expected from the proceeds 
of ex-enemy property in Allied countries. The Treaties entitle each of the 
Allied Powers to seize, retain, liquidate, or take any other action with respect 

property, rights and interests belonging to ex-enemy Governments o 
nationals and situated within the territory of the Allied Power. No such 
clause, however, is included in the Treaty with Finland. 

Apart from the liquidation of industrial property, this right is, howeve 
limited. Ex-enemy assets in an Allied country can be seized, retained o: 
liquidated only up to the amount of the claims of the Allied Power concerned 
and its nationals against the ex-enemy state and its nationals. To the extent 
that the value of this property exceeds the aggregate of the claims, the asset 
are to be returned to their ex-enemy owners. 

Each Allied Government is left free to determine whether to exercise it 
rights of liquidation, whereas in the case of German property the Signatory 
Powers are bound by the Reparation Agreement to do so. The United King 
dom, by the Anglo-Italian Agreement of April 17, 1947, has already renounced 
its right of liquidation in respect of Italian property. 

The liquidation and disposition of ex-enemy property is to be governed by 
the legislation of the interested Allied Power. If an Allied Power liquidates s 
ex-enemy property, it can apply the proceeds to whatever purpose “ it may 
desire”. Nevertheless, the fact that the liquidation is limited by the Allied 
Power's own claims and those of its nationals implies that the proceeds ane 
to be used for paying ex-enemy debts, although the Allied Powers are no 
required to account for the liquidated property to the ex-enemy Governme nts. 

If the property in an Allied country is not sufficient to cover all the claims 
of that country, the Allied Government is free to decide how to allocate the 
ex-enemy assets to the various debts. It may apply them exclusively or 
preferentially to Government claims, or it may discriminate between different 
groups of creditors, e.g. by satisfying public loans, or commercial debts, or— 
in the case of Hungary. ~standstill debts, in preference to others. It may also 
pay the debts of the previous owner out of the proceeds of his property before 
using them for meeting other claims. 

The Allied Governments will have to lay down a procedure by which the 


* Italy, Article 78, 4 (c) ; Roumenia. 24, 4 (c and d); Bulgaria, 23, 4 (c and d); Hungary, 
20, 4 (c and @) ; Finland, 25, 4 (c and @). 
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claims are to be filed, ascertained and allowed or refused and some status 
may also be given to the debtors. The Peace Treaties do not establish Mixed 
Arbitral Tribunals for these purposes as was done by the Treaties after the 
first World War. So far no information has been published about the value 
of the property in Great Britain of the various ex-enemy countries and of their 
indebtedness to British creditors, except in the case of Italy. It is therefore 
not yet possible to give any indication of the extent to which the British 
creditors can expect payment of their pre-war claims out of ex-enemy property 
in this country. 

An Agreement relating to Italian debts and Italian assets in the United 
Kingdom was concluded between the British and Italian Governments on 
April 17, 1947 (see Board of Trade Journal, April 26, 1947, page 671). It is 
supplementary to the Peace Treaty with Italy and comes into force on the 
ratification of the Treaty. The British Government has waived its right to 
liquidate Italian property in this country, estimated at {11 millions. In return, 
the Italian Government is pledged to secure the early payment of the Italian 
pre-war debts, estimated at about £7 millions, to British creditors. The 
Italian Government will use the liquid Italian assets released by the Agreement 
for this purpose and will meet the balance by the liquidation of other Italian 
assets in this country or out of its sterling holdings. Thus the Italian pre-war 
indebtedness, which includes also the Government debts, e.g. the Italian share 
in the guarantee of the Austrian 4} per cent. Guaranteed Sterling Bonds, 
1934-1959, should be satisfactorily settled soon after the ratification of the 
Peace Treaty with Italy. 


[I—THE GERMAN REPARATION AGREEMENT 

A definite Peace Settlement for Germany is not likely to be agreed upon 
in the near future. Some urgent matters will, however, be settled separately. 
Thus eighteen Allied Powers, among them the United States, Great Britain, 
the British Dominions and the Powers of Western Europe, but not the U.S.S.R. 
and Poland, have concluded the “Agreement on Reparation from Germany ” 
dated December 21, 1945, and ratified in Paris on January 14, 1946. Although 
the Agreement deals mainly with reparations, some of its clauses throw light 
on the plans envisaged by the Signatory Powers for the liquidation of Allied 
pre-war claims against German debtors. 

In contrast to the Peace Treaties, it is not expressly stated in the Agreement 
that German pecuniary debts and the debtor-creditor relationships arising 
out of such debts are to be treated as unaffected by the state of war. Never- 
theless, references to these debts made in Article 2, C, and Article 6, A, of 
the Agreement imply that they are assumed to exist unaltered in accordance 
with their pre-war terms. Furthermore, it is made clear that— 

(a) German pre-war debts are not to be included in the reparation 
to be paid by Germany, and 
(6) the Agreement shall have no effect on the obligation of the German 
authorities to secure at a future date the discharge of Allied pre-war 
claims against Germany and German nationals. 
The second statement seems to indicate that such an obligation of the German 
Government, which would be additional to the debtors’ liabilities, will be 
defined in a future settlement. It is not suggested in the Agreement how the 
German Government is to secure the payment of these debts. It could be 
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jone bv a guarantee of the (serman (Grovernment and/or bv allocating a certain 
done by a g 1 2 
amount of foreign exchang racertain percentage of the proceeds of German 
exports to paving German pre-war debts to their Allied tail 
xpol if 

Before this general discharge of German debts can take et British 


creditors can expect some satisfaction from their debtors’ property in British 
territories. Each of the Signatory Powers is bound by the dla nt to 
‘hold or dispose of ’’ the German assets within its jurisdiction. The procedui 
of holding and disposing of German assets is left to the dis retion of each of 
the Allied Powers, but it must preclude the return of any property to German 
ownership or control (Article 0, 1), These assets are allocated to 1 paration 
and their value will be charged by the Inter-Allie1 Reparation Agency against 
the reparation share of the Power holding such assets. The Allied Power 

are not allowed by the Agreement to use Germaii property in their territories 
for settling German pre-war debts, as is laid down in the Peace Treaties and 


in the Treaty of Versailles. There is, however, one important exception: the 
assets are earmarked fo1 reparation to their vef value only. The Allied Powe 

shall be debited with the assets after deduction of “ accrued taxes, liens 
expenses of administration, other 7 vem charges against specific items and 
legitimate contract claims against the former owners of such assets’. This 


+ 


clause does not mean that all claims of an Allied Power and its nationals are 
to be deducted from the aggregate of the German property under its jurisdic- 
tion. The amount to be charged against reparation is to be reduced only to 
the extent that the owners of such property are indebted to Allied creditors 

The Agreement makes no distinction with regard to the nationalities of the 
various Allied creditors. Theoretically, all Allied claims against specified 
German owners can be deducted. On account of the difficulty of ascertaining 
all such claims of Allied creditors each Power will presumably take into con- 
sideration only its own claims and those of its nationals and of residents within 
its territory. The United States has already applied this limitation. 

The main claims among those enumerated in Article 6 are contractual 
claims against former German owners. They include debts for goods delivered, 
freight, sinking : fund and interest on public and private loans and bank credits : 

also damages in lieu of specific performance of a contract. Claims for loss o1 
damage based on non-contractual relations or Government claims resulting 
from the war are, however, not covered. 

It can be taken for granted that each Signatory Power will exercise its right 
of deducting these claims from the value of German assets in its territory. If 
it did not, it would reduce its share in reparation more than is necessary in 
favour of the other Signatory Powers and would lose the ere amounts. 
The Agreement does not expressly prescribe for what purpose the deducted 
amounts are to be used. The clause in Article 6 aims at the eae of 
reparation accounts between the Signatorv Powers and does not create a legal 
right of the interested creditors against their Governments. It would be 
against the spirit of the Article, however, if a Power were to allocate these 
amounts otherwise than for the paying of the German owners’ debts. 

It can therefore be assumed that a British creditor whose debtor has a 
shareholding in a British company or holds stocks of raw materials in a Crown 
Colony will receive payment of his claim out of the proceeds of these shares or 
goods. In this case his private pre-war claim would take preference over 
reparation. 
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Burroughs 


bw address 





AYON HOUSE 
356-366 OXFORD STREET 
LONDON, W.|I 


immediately opposite Bond Street Station 
(Central Line Underground) 


~ 
*Phone numbers unchanged 
Regent 7061 (Private Branch Exchange) 
Regent 3832 (Mechanical Service) 
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BURROUGHS ADDING MACHINE 
LIMITED 


Branches in all Principal Cities 
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The United States has passed the “Act to amend the First War Powers 
Act, 1941 '’, dated August 8, 1946 (Public Law No. 671), to put Article 6, A, 
of the Agreement into practice. The Act lays down that any property or 
interest vested in or transferred to the Alien Property Custodian after the 
outbreak of war or the net proceeds of such property shall be applied by the 
Custodian to the payment of debts owed by the previous enemy owner of such 
property or interest. Claims allowed include only those of citizens of and 
residents in the United States. The Act establishes an important precedent 
for the interpretation and application of Article 6 of the Agreement in that it 
provides for payment to Allied creditors in preference to reparation. It is to 
be expected that His Majesty’s Government will enact legislation on similar 
lines so that British creditors whose debtors own assets under British jurisdic- 
tion would receive payment of at least part of their claims, irrespective of the 
general discharge of German debts indicated in Article 2, C (i) of the Agreement. 

The main other sources of reparation receipts, apart from German property 
in Allied countries, are industrial and other capital equipment removed from 
Germany for reparation purposes, including ships and German property in 
neutral countries. For these various assets, the Agreement does not make 
any allowance for a deduction of Allied claims against the former owners of 
the property allocated to reparations, not even in cases where the purchase 
of an asset was financed by an Allied creditor. However, rights arising out of 
charges, pledges, mortgages, etc., in respect of property used for reparation 
are not declared void by the Agree ‘ment. They are not affected by the alloca- 
tion of the charged property to reparation. How these rights can be pursued 
will depend on the circumstances of each case. The special charges created in 
favour of the bondholders of the Dawes, Young and Potash loans must also 
be considered from this aspect. For instance, all assets of the German Govern- 
ment in and outside Germany have been charged in favour of the bondholders 
of the Dawes Loan by the General Bond, dated October 10, 1924. This charge 
has not been affected by the Reparation Agreement. The proceeds of the sale 
of the German Embassy in London and its contents are therefore not available 
for reparation and must be put at the disposal of the Trustees of the Dawes 
Loan. 

As far as German property in Switzerland is concerned, interested private 
parties have a right of appeal to the ‘“‘Authority of Review” against the 
decisions of the Swiss Compensation Office which carries out the liquidation 
of German assets in Switzerland in accordance with the “‘ Understanding on 
German holdings in Switzerland, concluded May 25, 1946, in Washington ”’ 
A British holder of a mortgage or pledge on a German asset in Switzerland 
can therefore appeal against a liquidation which ignores his rights. 

Thus some creditors may be able to obtain payment of their German 
claims prior to a general discharge of German pre-war debts. 

In conclusion, it may be pointed out that, on the whole, private creditors 
are not well protected e ither in the Peace Treaties or in the Re sparation Agree- 
ment. Government claims, especially reparation claims, will be satisfied in 
preference to their rights. The different treatment of private interests in the 
Peace Treaties after the First World War and in the Agreements reviewed in 
this article is a characteristic feature of the sociological “developme nt that has 
taken place during the last 25 years, 
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This eighteenth-century tradesman'’s card serves as a veminder that good style in printed advertising 

is not an innovation of our own century It was engraved by Hogarth for the London goldsmith 

whose name it bear Such cards might well have served as inspiration for bankers’ early newspapei 
advertisement hut they did not 


Reproduced, by permission, from Sir Ambrose Heal’s London Tradesmen’s Cards of the Eighteenth 
Century, published by Batsford.) 
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Bankers in Print 


—THE HISTORICAL BACKGROUND 
By Alec Davis 


HERE is in America a certain bank that enlivens its advertisements with 
"T picture of such subjects as a man wearing seven hats or a sailor with 

Four per cent. tattooed on his chest—subjects whose connection with bank- 
ing is, to say the least, unobvious. British bank advertising has not wandered 
so far in its search for brightness, and it is scarcely likely to ; but it has changed 
during the last quarter-century with a degree of change that amounts almost to 
a revolution. Compared with what they used to be, the advertisements of 
British banks generally, and of the Big Five in particular, are somewhat brighter 
and altogether better ; better in their increased efficiency as | a and 
better in the pleasure which they bring to the eye of the reac 
ments which are not wholly unconnected. 

The public is surely entitled to expect high standards of appearance in 
bank advertising, since the banker in this country is descended from the 
traditional maker of beautiful things, the goldsmith. It is worth remembering 
that the eighteenth-century goldsmith had a reputation for beauty not only in 
his products but in his advertisements—especially that early form of printed 
advertisement, the trade card. The enterprising goldsmiths of that age com- 
missioned designs by leading engravers, and the resulting cards, with the 
flowing copperplate script of their wording and the decorative preciseness of 
their illustrations, taught the lesson that dig sity in commercial print need not 
mean dullness. 

Because of the goldsmith-banker connection of earlier centuries, these 
cards are not irrelevant to our theme, but it would be misleading to claim that 
there is any close relationship between them and the banks’ newspaper adver- 
tising of more recent years. Between the two we must recognize the gap of the 
nineteenth century, when esthetics fell to their ebb-tide and industry surged 
towards its neap. Despite the rapidity of Britain’s industrial development, for 
most of this period the “ advertisement ”’ of anything as serious and important 
as a bank was a matter of verbal recommendations rather than of printed 
advertising. The close personal contact between banker and client—the 
foundation on which ev ery banking house had been built—was not yet 
destroyed ; banking remained an affair of family businesses rather than public 
utilities operating on a country-wide (or world- -wide) basis. 

For the present generation it is hard to realize how recently these conditions 
changed, unless one studies the first-hand evidence of such a book as R. H. 
Mottram’s Bowler Hat, with its significant sub-title, 4 Last Glance at the Old 
Country Banking. Before Mr. Mottram became a professional writer of novels, 
he “ wrote in the books of the bank ’’, beginning his career as a bank clerk in 
Norwich at about the end of last century. At that time, five of the bank’s 
directors still “ attended almost daily ’—and ate their luncheon in a parlour 
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London County Westminster & Parr’s Bank, 


LIMITED. 





Chairman: WALTER LEAF 
Deputy-Charmen Sin MONTAGU TURNE RH H TENNANT, Esq 


WESTMINSTER 
BANK LIMITED 


Chairman: WALTER LEAP 


Deputy Charmen SIR MONTAGU TURNER 
R. HUGH TENNANT 


Chief General Managers: F. J BARTHORPE HN RAL 





3ist DECEMBER, 1920 





LIABILITIES 






Reserve I 





Chuet General Manager 
JOHN RAE 





Authonzed Capital - £33,000,000 
Paid-up Capital - £,003,718 
Reserve - . - £9,003,718 





ASSETS. 
Cash ia t Bank of Er 4, at ( nd Short Nouce 72,061,907 2 
eietaitinndl 60,335.724 






$7,984,693 8 1 





THE BANK 11 represented by Branches or 

Agents im all the Principal Cities and Towns 

of the United Kingdom and has Correspondents 
throughout the World 


to Customers and othe nts 130,538,521 5 
Liability of Customers for nee dors n t 19,034 317 






Bank and other Premises 3.478.811 16 § 






EVERY DESCRIPTION OF BRITISH AND FOREIGN 










Head Office 
BANKING BUSINESS TRANSACTED. 
41 LOTHBURY, LONDON 
The Bank is represented by Branches or Agents in all the Principal Cities and E.C.2 


Towns of the United Kingdom and has Correspondents throughout the World 
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Between these two advertisements of the early 1920's lies a gap of only a few years ; yet the advance 

in layout and typography (aided by the shortening of the bank’s name) is obvious. The newer 

advertisement, though rather “‘ bookish’’ and classical 1n conception by present-day standards, would 
still beay comparison with many bank advertisements of 1947. 


on the premises. ‘‘ They were already very rich men, but not the wildest social 
or economic reformer could honestly ignore the fact that they very largely 
deserved what they had. While the thousands of their invested interests 
massed behind them and they were able to settle themselves substantially in 
landed estates with far-flung boundaries, at the same time they took pains to 
give personal attention to the business . . . knew a great proportion of the larger 
customers of the bank by sight and name, accepted a large share in local govern- 
ment and in philanthropic and other public effort, and showed a strong sense of 
obligation to the town and district ’ 

But the break-up of this old order was already beginning. The circle of 
prosperity widened and the importance of newspaper advertising grew. The 
advertisements might have been a pleasure to the eye, but they were not. The 
eighteenth century trade cards that could have served as models were forgotten. 

From the heyday of Victorianism until well on into the twentieth century, it 
seems to have been the general opinion among banker:—and, to be fair, among 
other business men as well—that the way to suggest financial soundness in one’s 
newspaper advertisements was to print the wording in the ugliest possible 
tvpeface and enclose it, for distinction, in the ugliest possible border. Moreover, 
it was apparently considered that name, address and a mass of figures formed 
the right kind of reading matter. A typical bank advertisement was rather like 
a summary of the bank’s latest balance sheet : it gave information which the 
converted could easily obtain elsewhere, and it made no attempt to preach to 
the unconverted. The power of a good advertisement to arouse the interest 
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of the casual reader, by informative text, interesting pictures or skilful layout, 
was unrealized. 

Yet the need for such advertisements, to do what to-day would be called 
“good public relations work ’’, was increasing. The close contact which had 
been easy and accepted was becoming impossible ; and at the same time an 
atmosphere of suspicion about the usefulness of the banks was spreading 
among the half-educated. Critically aware of the profitability of a bank to its 
own stockholders, large sections of the public were becoming sceptical about the 
value of banks to the community. 

To some extent at least, both of these tendencies could have been counter- 
acted by the kind of newspaper advertising that the Big Five undertake to-day; 
advertising intended not so much to force the sale of any particular service or 
commodity as to gain or increase public goodwill towards the advertiser. 
Unfortunately, such advertising was not practised—indeed, it was scarcely 
thought of—at the beginning of the century. It was not until the middle 1920 S 
that one of the Big Five began to advertise in this way, and not until the 1940’s 
that its example was followed wholeheartedly by most of the others. 

Outstanding among individuals to whom credit is due for the improved 
appearance of bank advertisements is Mr. J. H. Arnold, formerly of the West- 
minster Bank. Mr. Arnold was not a professional advertising man but a banker 


The wheel turns full circle. To-day, big banks use newspaper advertising to re-create the local, intimate 
atmosphere of the small banks from which they grew and which they rendered obsolete ; to suggest, 
also, that decentralization and personal service have helped them to retain something of this atmosphere. 









THE COU NTRY BAN EER 


« he kept a pack of hounds and dwelt in patriarchal 
style among his people—hospitable, frechanded and popular. 
He might be seen at times seated under the great elm... 
chatting with his neighbours.’ 


TORwic, capital city ot districts; indeed, there is rea- || 
the rich agricultural son to believe that members of 


| county of Norfolk, the Gurney family carried on 

o P P } abounds in antiquarian in- banking transactions prior to 
0, in the last century, the country banker inspired and held | terest, the Norman cathedral 1650 

| and castle being but two The firms bearing these time- 


confidence: the evidence of his worth was plainly to be seen. of the many fine buildings honoured names were amal- 


linking the present with the gamated with Barclay & 


The rising tide of industrial development with its demand for a || historic past Company Limited, in 1896, 
. . . . | This flourishing city and when a Local Head Office was | 
service. which few private firms could provide caused the | county also provide a wealth established in Norwich 
| of erly banking history. Foe Under a system of decentralised 


virtual disappearance of the country banker, but on the firm 


foundation which he had created, the Westminster Bank con- 


| generations the banking fami- control, with Local Head Offices 
lies of Gurney, Barclay, Birk- established throughout the country, | 
beck and Buxton were closely @ close association with local 


associated with the com ) 
mércial and industrial 

development of Norwich } 
and the surrounding a 


| BARCLAYS BANK) 


tinued to build, so that it is today able to offer a service | 





which, in its scope and complexity, might be a source of 


some astonishment to those pioneer bankers of other days. 


LIMITED 





WESTMINSTER BANK LIMITED 


$4 LOMBARD STRECT. 8.c.$ 
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Lace-making 


















— attempts at machine- of British men and women and 
made lace were on the hosiery sending its goods to the ends of the 
frame in the mid-eighteenth cen earth 
tury, but when Heathcoat intro- Side by side with Britain's 
are duced his second bobbin-net — industrial expansion marched bank- 
with ¢ ystem machine and Levers made further ing development, the old country 
foreru in China, Babylon, The Midland Bank, with improvements, lace was transformed banks with their local interests 
Egypt and Greece he depends on 1800 branches in England, affiliated from a prized and costly luxurs merging with joint-stock banking 
eve andt mould the material nanks in Scotland and Northern to something within reach of every companie Foremost in the field 
reland many the ie of 1 
Ireland, and housands voman in the land. It was a was the Midland Bank, which 
benkine agents abroad, tives such . : : 
banking ag BOroad, gv nase British achievement and a midland — soon established that tradition of 
a ser More than a hundred 
achievement at that. It brought sound enterprise and unsparing 
ars of experience enable the 
i. into being a great new industr he’ ess to customers for which 
Ran pr m 
is taal ad with its centre at Nottingham, it 1s known throughout the world 





every 
with understanding and sympathy giving employment to thousands to-day 





MIDLAND BANK LIMITED MIDLAND BANK LIMITED 
te 


To emphasize the identity of interest between banks and industry has been the purpose of several 
vecent advertising campaigns, of which the Midiand's is probably most conspicuous because of tts 
distinctive style of illustration. 





whose private interests happened to include fine printing. In the early 1920's, 
when he was appointed assistant secretary, the uninspired ugliness of the 
majority of bank advertisements (his own bank as well as others) appalled | 
him, and within a short time he revolutionized the appearance of Westminster 
advertising-matter—with the enthusiastic cooperation of the bank’s printers, 
the Curwen Press, to whom also great credit must be given. 

It must be conceded that if Mr. Arnold had not made the changes that he 
did make, twenty years and more ago, somebody else would undoubtedly have 
made them before now, but it is fair to say that in his hands the advertisements 
of the Westminster Bank reached, by 1930, a standard of appearance that 
would not be discreditable to any of the other major British banks in 1947. 





In his next article Mr. Davis will discuss in greater detail the 
nature of the changes in bank advertising referred to here—with 
illustrations from advertising campaigns by the Big Five.—Ep. 
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International Banking Review* 


Argentina 





ordinating and controlling the execution of the laws and regulations 

affecting Argentina’s economy and finances '’. The post of President of 
the new body has been given to Senor Miranda, former President of the Central 
Bank of Argentina. President Peron has described the new body as an indis- 
pensable organ of government free from connection with any activity whether 
public or private, but entrusted with the task of supervising them all without 
interference. One of the main objects of the new body is to co-ordinate the 
work of the difterent ministries in connection with the Argentine Five Year 
Plan. 

Budget estimates for the year ending December 31, 1948, show that it is 
hoped to balance ordinary revenue and expenditure at 3,092 million pesos. 
But the figures do not take account of expenses aggregating 1,146 million 
pesos to be met by the issue of bonds ; they also exclude expenditure on the 
Five Year plan as well as the income — outgoings of autonomous Government 
institutions such as the official trading agencies. 

The decision of the Central Bank to raise the fine chargeable on unused 
import permits from I per cent. to 20 per cent. does not ‘apply to permits 
providing for importation under irrevocable credits. The alleged purpose of 
the increased fine is to curb the activities of speculators, who are said to have 
been securing exchange unrelated to overseas purchases of goods. 


A ortinating Economic Council has been created with the task of ‘‘ co- 


Australia 


The Prime Minister has announced that the Government is preparing to 
proceed with the nationalization of Australian banks. Legislation is to be 
prepared authorizing the nationalization of banks, other than the existing 
State banks, with proper protection for shareholders, depositors, borrowers and 
staffs of private banks. Compensation, it is believed, will be based on the 
ruling market price of the shares plus a premium representing a proportionate 
value of hidden reserves. 

The Government’s decision is believed to have been inspired by the High 
Court rejection of the action of the Commonwealth Treasurer in directing 
certain municipalities to transfer their accounts to the Commonwealth Bank 
in reliance upon Section 48 of the Banking Act (which requires trading banks 
to obtain permission from the Federal Treasurer before accepting such 
accounts). 

The Prime Minister has explained that attempts will be made to balance 
Canadian and U.S. dollar earnings with Australian expenditures in those 
currencies. During the past year the Commonwealth has had to purchase 
dollars from Britain against liquidation of sterling balances. The Government 
now plans to avoid disturbing the accumulated sterling balances in London 
and to allow funds arising from additional earnings to remain in London. 

General de-requisitioning of ships taken over by the Commonwealth 
Government during the war has now begun. 








* Other current inte seatiana banking news is disc wenedt in ‘‘A Banker’ s Diary’ , ON pages 131-6 
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Austria 
To aid Austrian recovery, Britain has agreed to defer certain claims upon 
the country until the end of this year, on condition that other occupying powers 
do not secure settlements on more favourable terms. 
The U.S. Export-Import Bank has extended credits totalling $13 millions 
to finance imports into Austria of urgently-needed raw materials and equip- 
ment for selected enterprises. 


Brazil 


The visit of the U.S. Secretary of the Treasury has resulted in the rejection 
in principle of the plan for U.S. Government loans to Brazil. Mr. Snyder 
advocated strong financial penetration of Brazil through direct contact 
between U.S. and Brazilian business interests. He considered the abolition 
of restrictions upon the activities of foreign capital an essential prelude to 
large-scale American investment in the country. The formation of mixed 
Brazilian-American companies in the industrial and commercial field is 
envisaged. 

A revised list has been issued of the goods ranking for priority in the 
distribution of available foreign exchange. 


British Guiana 
The Legislative Council has approved a Government motion for the estab- 
lishment of a unified currency for the Eastern group of the British West Indies 
and British Guiana. At present the currency system is made up of British 
coinage and mixed coinage and dollar notes issued by the Royal Bank of 
Canada. 


Bulgaria 


The British authorities have protested to the Bulgarian Government against 
the application of a new Bulgarian law making all persons with property in 
that country subject to a tax on it. The law requires British owners of property 
to declare their ownership. 


Burma 


Remittances of a capital nature from Burma to sterling area countries are 
being forbidden under the Burma Foreign Exchange Regulation Act. Exports 
will be permitted only if an assurance is given that the exchange proceeds will 
be disposed of in ‘‘a manner satisfactory to the national interests’. No 
restrictions are placed on remittances up to £100 and remittances not exceeding 
£250 monthly may be authorized by the Foreign Exchange Control. Trade 
payments will be possible only with the approval of the Exchange Control and 
this will be dependent upon the production of licences and shipping documents. 


Ceylon 
The Ceylon Government has indicated that it does not intend to take 
immediate action to sever the link between the Ceylon rupee and the Indian 
rupee in order to re-link with sterling at 1s. 6d. per Ceylon rupee. A final 
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decision on the question will be taken in the light of any settlement which 
may be reached with Britain in respect of the island’s sterling balances of 
just under £100 millions. 


Chile 


The Government has issued a decree which prohibits exchange releases for 
imports in 79 categories until the end of the year. Goods affected include 
earthenware, cutlery, bicycles, aeroplanes and electrical appliances. The 
Minister of Economy has stated, however, that merchandise of British origin 
at present in customs or in transit or on order in the United Kingdom and 
already covered by import licences is not affected by the decree. 


China 


The Governor of the Central Bank of China has announced a revision of 
foreign exchange policy, the main feature of which is that recognition will 
henceforward be given to the open market rate. Foreign exchange to cover 
the import of cotton, rice, wheat, flour, coal, coke and fertilizer will be provided 
by the Central Bank at the official rate of $CN12,000 to the U.S. $. In other 
cases, banks designated under the new regulations will sell foreign exchange 
at open market rates for authorized imports and financial services. Such 
banks may also purchase at open market rates foreign exchange arising from 
exports, re-exports and foreign remittances. 

An agreement has been reached with Hong Kong which, it ts officially 
stated, will greatly facilitate the implementation of the new regulations. 

A foreign exchange equalization fund is to be set up to regulate the supply 
of and demand for foreign exchange. Speculation in gold and the passing of 
foreign exchange is still prohibited and a date is to be fixed after which no 
prohibited imports shall be sold. 

The Prime Minister has renewed China's pledge to repay all foreign debts 
as soon as the financial position improves. He welcomed the investment of 
foreign capital in Chinese industry and favoured the establishment of joint 
Sino-foreign enterprises. The Government is drawing up new regulations 
governing remittances by foreign nationals to their own countries of profits 
derived from investments in China. 





LEADENHALL INVESTMENTS 
& FINANCE LTD. 


Issuing House Secretaries & Registrars of Companies 
aie ° 3, ST. MICHAEL'S ALLEY, CORNNILL 
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Egypt 
lhe Minister of Finance has presented a note to the Council of Ministers 
ibout the opening of the Alexandria cotton futures market. The proviso is 
nade that the Minister of Finance shall buy all varieties and grades at the 
‘ame minimum prices as last season. 
The official view is that inflation is on the wane. The note issue has shrunk 
from £Er49 millions in January, 1946, to {E139 millions. 


France 


Che Finance Committee calculates that ordinary expenditure for the 
current Budget year (more than half of it has already elapsed) may fall about 
20 milliards short of ordinary revenue at 610 milliards of francs. Expenditure 
on extraordinary account is expected to bring the total Budget deficit to 285 
milliard franes. 

A new trade and financial agreement has been signed with Argentina. 
France has been granted a credit of 600 million pesos of which 150 millions 
represents the renewal of the credit opened in 1945. The trade pact provides 
for imports of cereals, edible oil, meat. wool, hides and tanning products from 
Argentina. France will provide iron, engineering and chemical products, 


trucks and motor cars, certain foodstuffs and luxury goods 


Holland 


\n order has been issued for the registration of dollar securities during the 
next few months. The object is to obtain information about the distribution 
of such securities with a view to partial requisition should the present plan 
for voluntary liquidation produce insufficient dollar exchange. 

The transfer of dividend and rede mption payments is now permitted to 
countries with which Holland has concluded monetary agreements providing 
for such transfers. ; 

The World Bank has granted Holland a loan for productive purposes of 
$195 millions. The amount applied for was $535 millions. Although the 
request could not be fully granted, it was suggested that there was reason to 
hope for further credits in 1947 and 1948. 


Hun gary 


An Order in Council has been issued authorizing the appointment of 
Government Commissioners to a number of Hungarian banks. These include 
the British-Hungarian Bank and the Hungarian Bank of Pest. During the 
validity of the decree the banks concerned must obtain the approval of the 
commissioners for any credit in excess of 100,000 florint, for any change in 
service contracts (including the promotion of employees), for action in con- 
nexion with mortgages or lease of assets and for changes in share capital or 
long-term investments. 

The commissioners will have wide powers of inspection and supervision, 
including the right to veto any transaction considered to threaten the fulfilment 
of obligations involving public interest or the security of the bank’s assets. 
The control of the commissioners also extends to affiliated banks in which 
the scheduled banks hold 20 per cent. or more of the capital. 
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All persons or firms who hold shares in the banks concerned are required 
to declare their holdings to the Central Corporation of Banking Companies. 
British residents may submit their registrations to the office of the Hungarian 
Government representative at 46, Eaton Place, London. 


Italy 


The attempt to maintain the lira at an over-valued level has been abandoned 
and the official rate for the U.S. dollar has been raised from 100 to 350 lire. 
The equalization quota previously in force, which had the effect of raising the 
effective dollar rate to 225, has been abolished. Other foreign exchange rates 
have been adjusted accordingly. 

Private American commercial interests operating through a Canadian 
concern have extended a $50 million credit to Italy in U.S. funds. The 
advance will be used for the purchase of commodities from Canada provided the 
Canadian supplies meet the competitive and other conditions. All purchases 
will be paid for in cash. The advance is repayable in 20 years and will be used 
principally for buying raw materials and agricultural products. Italy is 
also applying to the World Bank for a loan of $250 millions, 

The U.S. has cancelled $1,000 millions of Italian war debt, freed $60 
millions of frozen Italian property and transferred 23 ships to Italian ownership 
under a formal agreement designed to alleviate burdensome clauses of the 
Italian peace treaty. 


Malaya 


Sixteen Malayan public bodies, including the principal Chambers of Com- 
merce, the United Planters’ Association and the Chamber of Mines, have 
registered their opposition to the proposed income-tax at a Pan-Malayan 
Conference. A resolution was passed stating that the conference was not 
satisfied that the cost of administration in Malaya could not be borne without 
the imposition of income-tax if the territories were administered with due 
regard to economy. The conference considered that the new tax should not 
be imposed before representative councils were constituted. A further con- 
ference is to be held after consideration of the report on the proposed tax 
prepared by a United Kingdom Inland Revenue expert. This report recom- 
mends a tax of about 3 per cent. on private incomes of above £750 sterling and 
a flat 20 per cent. tax on company profits. 





VALUATIONS 


For 70 years the name of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, PLANT AND MACHINERY 


An accurate valuation of property and plant may be utilised for a 
variety of purposes. It cannot, therefore, be over-emphasised that 


the opinion of value should carry the name of an old established firm 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, GRESHAM STREET, LONDON, E.C.2 
Tel. MONARCH 3422 
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Peru 


A Government order has been formulated forbidding speculation in foreign 
currencies. Transactions in foreign currencies may be handled only by 
authorized banks and by registered stockbrokers. Daily returns of such 
transactions must be made to head offices by branch banks. The U:S. dollar is 
still officially quoted at 6.50 soles, but the free market rate is around 16 soles 
per dollar. It is feared that the new regulation will result in an increase black 
market activity in foreign exchange. 


Roumania 


The Roumanian currency is to be stabilized on the basis of one new leu | 


for 20,000 old lei. Under a Cabinet decree, wage-earners are entitled to 


exchange 3 million lei each into the new currency, farmers and their families 


2 
5 million lei per family, and all other persons 1.5 million lei. 


South Africa 


The report of the South African Reserve Bank for the year to March 31 last | 
disclosed purchases of bullion valued at £97,896,000 sterling, mostly from | 


South African producers. Sales during the same period included about {86 
millions to the Bank of England, £56 millions to the U.S. Assay Office and 
£6.5 millions to the Union Government to cover South Africa’s gold subscrip- 
tions to the International Monetary Fund and the World Bank. 


United States 


The National City Bank has raised interest rates on certain types of loans 
to security dealers and brokers. Loans against U.S. Government paper 
maturing within one year will be charged 1 per cent. instead of { per cent., 
while on longer-term Government stock the rate is advanced from 1 to 1} 
per cent. Other banks are not expected to follow suit immediately. 

War-time restrictions on the use of steel are being largely re-imposed. 
From the beginning of October, export licences will be issued on individual 
orders only with overall limitations upon the amount of steel a country may 


receive. 
The gold stock has now risen to $21,602 millions, the highest since March, 


1944. 
USSR. 


The Russian Government has defaulted to the extent of 50 per cent. in 
respect of the payment of {2,400,000 due to be made to Britain on August 1 
under the 1941 Civil Supplies Agreement. The payment was described as an 
instalment and was accompanied by the suggestion that the negotiations for 
an Anglo-Russian trade agreement should be re-opened. The British reply 
argued that the defaulted 50 per cent. of the August 1 payment must first be 
cleared since the 1941 agreement remains in force until superseded by a new 
treaty. The Russians have apparently not replied to the British note. This is 
believed to be the first case of a default by the present Russian Administration, 
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Pema Sie ail ces ew 
By Major J. M. Sinclair 


(Minister of Finance for Northern Ireland) 


which has been discussed from many angles. The varying viewpoints 

have often been characterized by the unreliability or insufficiency of the 
data chosen, and frequently have been influenced by the political views of 
their expositors. But as regards Northern [reland, whatever controversy 
may surround the que stion of Irish financial relations before 19g20— when 
the Government of Ireland Act was passed—it is clear from published 
figures, official Government statements, and other tangible evidence that, 
since the setting-up of this area as a partially self-governing unit, Northern 
Ireland has been financially, no less than for economic and strategic reasons, 
a valuable asset and constituent of the United Kingdom. To a large extent 
this may be accounted for on the one hand by the disproportionately large 
concentration in Northern Ireland of the industrial and economic resources of 
Ireland as a whole, and on the other hand by its acceptance of the principle of 
the economic unity of the Kingdom. 

From the economic angle, the benefits of the close association between 
Great Britain and Northern Ireland are mutual and inextricable. Though 
highly industrialized in part, Northern Ireland is first and foremost an agricul- 
tural area, and its very substantial and well-organized agricultural output is 
mainly sent to Great Britain and added to the common pool of home food 
resources, its citizens accepting the same stringencies of rationing (with the 
sole exception of liquid milk which is not rationed at all) as those of Great 
Britain. It is, perhaps, not generally realized what a large proportion of the 
food supply of the Kingdom classed as home production is attributable to this 
area. The converse benefit to the Ulster farmer is that he receives the 
guaranteed United Kingdom agricultural prices, and the benefit to our people 
generally is that they obtain, at the prices fixed by the United Kingdom 
Government, such food commodities as are subsidized. A substantial financial 
contribution is made from taxation raised in Northern Ireland to such services 
as these. 

On the industrial side, the manufactures of Northern Ireland are world 
renowned. The mixed British extraction of the Ulster people, and centuries 
of craft tradition and inherited skill, have produced craftsmen (and women) 
unexcelled anywhere. Though manufactures are highly diversified, the 
principal industries are shipbuilding and textiles, the latter mainly linen manu- 
facture. In this respect, the benefit to Northern Ireland of its U nited Kingdom 
connexion, and indeed, a sine qua non of its industrial prosperity, lies in the 
maintenance of free trade with Great Britain. It is unnecessary to emphasize 
that no question of customs, tariffs, or trade restrictions whatsoever arises in 

1 


T tic financial relationship between Great Britain and Ireland is a subject 
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connexion with such trade. From the standpoint of benefit to the United 
Kingdom, the fact that the industrial products of Northern Ireland are almost 
entirely exported to markets overseas is of particular importance in these days, 
Furthermore, a wide variety of goods manufactured in Great Britain for home 
consumption find a ready market among Ulster consumers. The imports and 
exports of Northern Ireland, including those from and to Great Britain, are 
classified in official statistics without segregation from the rest of the Kingdom, 
but from returns specially compiled at times it is evident that the value of 
Ulster trade (including agriculture) substantially exceeds that of the smaller 
European countries such as Norway or Eire, and is roughly comparable with 
that of Australia. It is an interesting fact that, immediately before the war, 
linen exports from Northern Ireland took second place in value among all the 
classified exports of the United Kingdom. The output of this great industry 
to-day is almost entirely devoted to that export trade which is so necessary to 
redress the overseas balance of payments. 

Such is the wider background of the purely financial side of the relations 
between Northern Ireland and the rest of the Kingdom, a background which 
gives some indication of the contribution which this area makes, apart from 
any direct contribution by means of taxation, to the Kingdom as a whole. The 
purely “‘ Exchequer ”’ financial relations have been discussed in some detail in 
previous articles in THE BANKER, but it is perhaps desirable to review them 
briefly. 

As mentioned above, the people of Ulster are subject to food rationing in 
common with the rest of the Kingdom, and this applies also to all forms of 
physical and price control which govern the supply and distribution of other 
commodities. It is perhaps even more important to emphasize that Northern 
Ireland is taxed on exactly the same scale as Great Britain. The bulk of the 
taxation (approximately go per cent. at present) levied on the Ulster taxpayer 
is imposed by the Chancellor in his Budget at Westminster, including the 
Customs and Excise Duties, Income Tax and Surtax, Profits Tax, and. Pur- 
chase Tax. In fact, under its constitution the Government of Northern Ireland 
is precluded from levying any tax on income, profits, or capital. The remaining 
10 per cent. of taxation receipts, known as the Transferred Taxes and imposed 
locally, is derived from Death Duties, Stamp Duties, Motor Vehicle Duties, 
Entertainments Duty, and other miscellaneous items. These are also levied, 
with very minor deviations, at the same rates and on the same bases as in 
Great Britain. 

Although not shown separately as such in the accounts of the United 
Kingdom Exchequer, the various heads of taxation therein (excluding those 
of a “ Transferred’ nature here) include the receipts from Northern Ireland 
taxpayers in those from the Kingdom as a whole. The amounts attributable 
to Northern Ireland are, however, worked out departmentally by the Treasury 
and the Revenue Departments, and a Joint Exchequer Board, set up under 
the Government of Ireland Act, determines the amount out of this total which 
will actually be paid over to the Northern Ireland Exchequer to meet the cost 
of local or Transferred Services. 

The latter allocation is made on broadly defined and mutually agreed lines. 
The services transferred wholly to separate Northern Ireland administration 
comprise law and order, labour, national insurance, pensions, health, education, 
agriculture, fisheries, commerce and trade (in its local aspects), and industrial 
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development. These are obviously much more costly than the amount of 
revenue the collection of which has been transferred. The underlying prin- 
ciples are that, with parity in taxation, complete parity in expenditure should 
exist on social services with Great Britain, and relative parity on other services, 
having regard to special local conditions. 

The Northern Ireland Reserved Revenue received in the United Kingdom 
Exchequer is allocated under three heads. The first of these, and the only part 
which is actually paid over to Northern Ireland, is the amount required to 
meet, with the transferred revenue, the cost of transferred services to which 
reference has just been made. The amount so paid over, i.e., the Northern 
Ireland share of Reserved Taxes, appears on the expenditure side of the United 
Kingdom Exchequer Account as ‘‘ Payments to Northern Ireland Exchequer.”’ 
The misconception has arisen in some quarters that this payment is a form of 
subsidy, whereas it almost entirely represents a net payment out of the gross 
proceeds of United Kingdom taxation imposed on Northern Ireland. The 
amount of this payment naturally reflects the trend of expenditure, particularly 
on the social services, over the Kingdom generally, and, from an annual figure 
of about £8 millions before the recent war, has risen to about {£20 millions in 
the present financial year. 

The second head of the allocation of Reserved Revenue is that to meet the 
full cost of Reserved Services in Northern Ireland, in other words services still 
directly administered by the United Kingdom Government and Departments. 
The services so paid for include the Judiciary, the Post Office, the Revenue 
Departments, Land Purchase, and an apportioned share of all-Ireland liabilities, 
including superannuation, which existed in 1921. The present annual total is 
about £3? millions. 

After payment ou. of Reserved Taxes under these two heads, the remainder 
retained in the United Kingdom Exchequer represents the Northern Ireland 
Imperial Contribution. This designation has occasionally given rise to the 
hasty and erroneous assumption that the amount represents a contribuiion to 
Northern Ireland, and not, as it is, the amount directly contributed by the 
latter from taxation to Imperial and United Kingdom services, after meeting 
the cost of transferred and reserved services in full. The Contributicn is one 
towards the cost of such services as the Crown, Defence, Foreign and Colonial 
services, including overseas trade, and miscellaneous United Kingdoni services 
such as the food subsidies and, of course, the National Debt. 

Naturally, the annual amount of the Contribution, by its nature as a residual 
figure, is influenced both by the trend of taxation and of “ parity ” expenditure 
over the Kingdom, and by special local influences which may intensify any 
increase or decrease. Consequently it has been subject to wide variation. We 
have, however, always been able to make at least a moderate contribution, and 
the aggregate over the 25 years to March 31, 1946, was {194.7 millions. Under 
increased war-time taxation, the Contribution has naturally risen substantial ly, 
and reached its peak at £36.3 millions for the financial year 1944/45, a figure 
which will probably never be surpassed. The provisional figure for the year 
1946/47 (not yet finally determined) is {22.5 millions, and the Northern Ireland 
Budget for 1947/48 estimates the amount for the current year at £20 millions. 

To complete the picture of the Northern Ireland Exchequer, it should be 
added that in certain circumstances payments have been made thereto from 
the United Kingdom Exchequer which do not consist of the return of reserved 
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taxation, but relate to services for which, though the expenditure is met in 
Northern Ireland, the United Kingdom as a whole has a statutory responsi- 
bility, and which are included in the United Kingdom services towards which 
the Imperial Contribution is provided. The amount involved forms a com- 
paratively small fraction of the Imperial Contribution. 

Payments in this connection up to March 31, 1947, can be indicated.under 
three heads. First, a total of {11,348,000 was paid in the earlier years of the 
existence of the Government of Northern Ireland towards inaugural expenses 
of the Government, including the provision of public buildings, and special 
defensive and reconstructive measures necessary in the light of disturbed 
conditions in Ireland 25 years ago. Secondly, at the request of His Majesty's 
Government, Northern Ireland (normally precluded by its constitution from 
incurring expenditure arising out of a state of war) accepted by delegation the 
direct responsibility for certain services connected with the recent war, such 
as Civil Defence, and accordingly the expenditure involved, amounting in 
total to £15,750,000, was reimbursed from the Votes of Credit introduced at 
Westminster for the prosecution of the war. This arrangement came to an 
end at March 31, 1940. 

Thirdly, the most important of the provisions which govern payments 
from the United Kingdom Exchequer to the Northern Ireland Exchequer (or 
ir: certain circumstances a reverse process) are those contained in the statutory 
Reinsurance Agreements relating to Unemployment Insurance and other in- 
surance or social services. The principle has always been accepted that factors 
which may tend to localize the impact of unemployment in particular areas of 
the Kingdom involve acceptance of a spread of any excess local cost which may 
arise. The equity of such an arrangement in relation to Northern Ireland is 
eV ide nt when it is considered that such matters as overseas and foreign trade, 
immigration, imports, tarifis, and customs are outside the powers of its own 
Parliament. Reinsurance Agreements have, therefore, provided that a pro- 
portion of any excess expenditure on the services involved should be met 
directly by the United Kingdom Exchequer. The principle has recently been 
extended to Family Allowances expenditure, and an agreement is visualized 
which extends the scope to other social services. It should perhaps be em- 
phasized, firstly, that the cost based on the appropriate actuarial proportion of 
the United Kingdom insured papetion must be met in full by the Northern 
Ircland Exchequer, and that the risk is spread only in relation to any excess 
cost ; secondly, that the agreement is reciprocal, and indeed it is estimated 
that the expenditure on certain services which may be included in a compre- 
hensive agreement should normally be proportionately less ir Northern Ireland 
than in the whole of the United Kingdom. The total amount paid under such 
agreements is £12,558,000. 

The requirements of the Northern Ireland Exchequer from public loans 
have been very light when considered in relation to its revenues, its economic 
potential and resources, and the soundness of its finances. The total of the 
public debt at March 3I, 1947, amounted to £28,574,000 and consisted of 
£23,700,000 Ulster Savings Certificates, £2,873,000 Northern Ireland 3? per 
cent Stock, 1950-54, and {2,001,000 from other sources, mainly the Govern- 
ment Loans Fund. No short-term or floating debt exists. The total debt was 
more than covered at that date by repayable advances (on which interest is 
being fully met) for electricity development, {2,000,000 ; for transport pur- 
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poses, £3,025,000 ; and for housing, {1,107,000 ; and by investments totalling 
£23,327,000, of which £17,026,000 represented the re- -lending of the proceeds 
of Ulster Savings Certificates to the United Kingdom Government, an arrange- 
ment which was in operation during the war, and was terminated on its cessa- 
tion. Accrued but unpaid interest on Savings Certificates is fully covered 
by a special sinking fund. Debt redemption funds, reserve funds, and sinking 
funds for various purposes exceed £8 millions and social insurance and other 
pension funds amount to approximately {15 millions. A Government Loans 
Fund with purposes analogous to the Local Loans Fund in Great Britain has 
a capital of £7.5 millions. 

It will be obvious that the general picture is one which reflects the inherent 
soundness of the finances of Northern Ireland within the general framework 
of the United Kingdom financial structure. But in the extreme uncertainty 
which surrounds present-day conditions, the Northern Ireland Government is 
fully alive to the necessity for economy and a careful watch on expenditure, not 
only in order that, so far as it lies in its power, it may mitigate the burden o 
taxation on the community, but that due priority may be given to the essential] 
needs in social and health services, in housing, and in agricultur al and industrial 
development. Furthermore, in Ulster we do not forget that we are citizens of 
the United Kingdom, and must, to the best of our ability, contribute our share 
to the general progress and welfare of the Kingdom and Empire. We are 
egotistical enough to believe, and indeed to know, that we do in fact “ pull 
our weight’. We can do still more, given any improvement in the fuel, raw 
material and general economic position. 





Ulster’s Role in the Export Drive 
By Sir Roland T. Nugent 


(Adinister of Commerce for Northern Ireland) 

INCE last I had the opportunity of contributing to THE BANKER an article 
So: the plans for the encouragement of new industries in Northern ne," 

twelve difficult months have passed, months made difficult not only by 
the maelstrom of world affairs, but also by the unprecedented severity of th: 
weather which enveloped us, in common with the rest of the United eaten. 
Notwithstanding these and other difficulties, Northern Ireland has achieved 
a heartening degree of re-industrialization on a peace-time basis. 

Electrical generation capacity had been augmented considerably during 
the war. As a result, after taking comparable measures to those in Great 
Britain to conserve power by the limitation of its use in certain directions, 
Northern Ireland was able to avoid the necessity for load-shedding on its 
industrial circuits. The fuel shortage could not, however, be circumvented 
and many valuable production hours were lost despite the outstanding loyalty 
of the workers, who remained in the factories swathed in overcoats and warmed 
their numbed fingers on the electric light bulbs which illuminated their benches. 

Although much has been done in “the past four years towards the develop- 
ment of new industry, Ulster’s major industries are still agriculture, linen, 
shipbuilding and textile machinery manufacture. These have enabled us to 





* See THE BANKER for September, 1946. 
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maintain a very healthy position in export trade, especially to hard currency 
areas. Our agricultural contribution to the national larder has eased very 
cousiderably the necessity to import foodstuffs from overseas, and our milk, 
meat, eggs and potatoes have been appreciated in thousands of homes in 
Great Britain. The fishing fleet has been doubled since 1938 and its catching 
capacity trebled so that it is not surprising that records have been set up for 
the catch of whiting (130,000 cwts.), salmon, pollen and eels (16,000 cwts.) ; 
the herring catch (63,000 cwts.) was the best for twenty years. Considerable 
progress has been made in the processing of fish, new capacity is being added, 
id Billingsgate is benefiting by the bulk of the catches, which in 1946 
nounted in value to more than half a million pounds. 
In the three main manufacturing industries, the year has been marked by 
eady progress, despite shortages and the trend of world affairs. The value 
linen exported has recovered most satisfactorily from the serious decline 
during the war. In 1938 the total was about £5} millions, and by 1945 had 
fallen to £3? millions ; but a very welcome revival of trade be ‘gan to appear 
yapigeen | the war had ended, the total of linen exports for 1946 ‘reaching over 
14 millions, a figure exceeded only in 1920, just before the post-war slump. 
» figures for the first quarter of this year hold high promise, for the value 
then was £5 millions—almost double that for the same three months of 1946. 
Although the increase has been largely due to the fact that values are well 
_— pre-war, the quantities exported in these three months have improved 
ery considerably ; in piece goods it almost equals the quarterly average for 
1938, while in four of the remaining five items for which comparable shipping 
figures are obtainable the 1938 quarterly average has been exceeded. 

Control has already been relaxed to an extent which permits the industry 
to produce such goods as it wishes and to market them through its own 
channels, subject only to the overriding condition that a minimum percentage 
ot goods for the home market shall be in the utility classes. There is no doubt 
that the industry will take the fullest advantage of this measure of freedom 
and that the upward trend of output—-characteristic of the last eighteen 
monuths—will be well maintained. 

Ulster’s shipbuilding industry, as might be expected from the quality of 
its past achievements, “‘ suffers’’ from too full an order book from which, 
despite the organization, the equipment and the ample supply of men available, 
it is unable to reap the full benefit. Its output in 1946 almost reached the 
ecord tonnage achieved in 1914, while the production of main propelling 

chinery (288,290 i.h.p.) did in fact constitute a record. 

The export of machinery—mainly textile—has likewise increased satis- 
factorily, rising to £5,600,000 (38,000 tons) in 1946, compared with £2,195,000 
(«7,000 tons) in 1938. Present indications are that the order books can be 
kept full for a very considerable time. 

Despite these indications of comparative success over the past year, there 
is room for grave concern about the raw material position which has developed 
in the past six months and which, by present indications, may continue to 
develop for some considerable time. The serious decline in production of 
yarn and of cloth from the looms in Great Britain upon which Northern 
{reland clothing manufacturers depend has already had repercussions ; despite 
the general drive for increased production from the textile industry, the 
position is still far from secure. 
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So, too, in the shipbuilding and the textile machinery industries the raw 
material position is becoming steadily more acute and is causing all concerned, 
industrialist, worker and Government alike, the gravest anxiety. These 
heavy industries, dependent almost entirely on steel and iron and in a much 
less degree on timber, cannot in existing circumstances obtain any degree of 
priority as they are at present constituted in Northern Ireland where little, if 
any, of our production is concerned with the six top priorities set out in Mr. 
Attlee’s letter of guidance. 

It is a position regarding which I am maintaining the closest possible touch 
with the President of the Board of Trade, but is nevertheless one that is shared 
alike by other areas in the United Kingdom—the Tyne, the Clyde, and the 
Mersey, to name but a few—and while the President has undertaken to do all 
that is possible to ease our position the problem is essentially one which must 
be dealt with on a United Kingdom basis—-a basis we are quite ready to accept 
as befitting our position as an integral part of that Kingdom. 

The new industries which have been or are in the process of being estab- 
lished in Northern Ireland as the result of the plans for the diversification of 
industry and rural industrialization are being subjected to much more than 
their fair share of teething troubles. During 1946 forty undertakings started 
production as the result of earlier negotiations and ten as the result of negotia- 
tions of that year. The Ministry of Commerce co-operated during that year 
in plans for the establishment of new undertakings or for the expansion of old 
undertakings which, among the fifty projects concerned, are estimated to 
absorb 11,000 workers of whom at least 7,000 will be male. Since the beginning 
of 1947 a number of promising projects have been under discussion and, in 
spite of somewhat discouraging factors which have been arising from time to 
time during the negotiations, it is probable that a number of further under- 
takings will be established before the end of the year. 

One of the aids to progress over the past twelve months has, of course, been 
the existence of a world seller’s market. Although there are many indications 
that it is rapidly approaching its end, it has enabled many manufacturers to 
go ahead with their plans for industrial development and to consolidate their 
positions in preparation for any worsening of market conditions. It is already 
evident that the market is flagging for certain goods, but the world position 
is one of unsatisfied demand and, granted some success in the European con- 
ferences, there should be considerable basic strength despite apparent surface 
fluctuations in world markets. 

The policy of re-deployment of building capacity to which Mr. Attlee 
referred in his Economic Statement at the beginning of August had already 
been decided upon by the Northern Ireland Government and its own industrial 
building programme has been set back—in some cases by a considerable 
period—in order to meet the current shortages of structural steel and other 
materials. Almost all the premises erected during the war have already been 
allocated for industrial purposes and it is now apparent that future industrial 
development must largely depend on the availability of building materials. 

The year has been marked by high lights and by shadows, but the whole 
picture reveals a Northern Ireland grimly determined to make good its old 
slogan ‘‘ what we have we hold ”—in the world of industry as in its place in 
the United Kingdom. 

















184 THE BANKER 


Agriculture and the Future 
By Robert Moore 


(Minister of Agriculture for Northern Ireland) 
"Tus two years since the close of hostilities have been eventful years for 








Ulster farmers. Towards the end of 1945 I suggested to them that the 

time had come to take the first steps in the restoration of our pig industry, 
with the possibility in mind of a fairly speedy return to Ulster’s normal farming 
methods, under which output consists chiefly of livestock and livestock pro- 
ducts. It was clear that there would have been a ready response to this lead, 
but in February, 1946, following the failure of the harvest in Australia, China, 
India and elsewhere, the food crisis came upon us. Inevitably, the wheat 
extraction rate went up, and, equally inevitably, the resultant reduction in the 
available wheat offals brought with it a cut in animal feeding stuffs. One of 
the first effects of this was to dash the hopes of any considerable short-term 
increase in the number of pigs. 

That was one blow. The harvest of 1946 was another. Not for fifty years, 
perhaps, have we had to save our crops under such difficult conditions : it 
rained continuously from the middle of July until the very end of September. 
But by the end of November the harvest which at one time we had thought to 
be lost was saved, though in most districts the damage and loss were severe. 

Then came the abnormal winter, in which many farms were completely 
isolated. But for the help of the Royal Air Force in dropping supplies of 
feeding stuffs, the losses amongst our livestock would have been even heavier 
than they were. To help to compensate those farmers who suffered through 
loss of stock an Agricultural Disaster Fund has been opened in Northern 
Ireland. The Fund is organized and administered on similar lines to the Fund 
in Great Britain, and the Government of Northern Ireland is contributing an 
amount equivalent to that raised by subscription. 

Probably the most notable effect of the prolonged frost was the delay 
which it caused in the planting and sowing of this year’s crops. There is com- 
paratively little autumn ploughing done in Northern Ireland, and in most 
districts it is not until Christmas or even later that the ground is turned over. 
This year cultivation was later still, and it was only by working almost night 
and day that farmers completed their sowing and planting. To-day, though 
we cannot count on a bumper harvest, our crops are better than we had reason 
to expect even two months ago, although oats will still be below average. 

It should perhaps be mentioned that in addition to the difficulties already 
emphasized, the farmers have been handicapped by the general shortages of 
machinery and of materials such as timber, steel and cement. 

After satisfying home requirements, all surplus food produced in Northern 
'reland is shipped to Great Britain. Shipments in 1946 comprised : 


Value 

—_ £ 

Fat Cattle 0 es s dit 166,380 5,351,805 
Poultry .. i ig oe a 12,146,245 Ib. 1,701,852 
Eggs oa oe ia “a ee 311,040,000 4,718,844 
Seed potatoes .. ee ee oe 126,000 tons 1,150,000 
Ware potatoes .. kin - a 220,000 tons 1,650,000 
Ryegrass seed .. a “a 4 295,000 cwt. 1,028,000 
Apples... oe o. es ee 34,000 tons 1,326,000 
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In addition, over 3,000,000 gallons of milk were shipped to Scotland during 
the winter period. No separate figure is included for the value of the store 
cattle shipped to Great Britain. 


A remarkable development has been the growth of the demand for seed 
potatoes. As shown above, shipments to Great Britain and overseas countries 
totalled 126,000 tons in the 1946 season, in contrast with some 60,000 tons 
two years earlier. In the year before the war the total was 18,000 tons. The 
growing popularity and the high reputation of Northern Ireland seed potatoes 
is evidenced by the fact that two delegations from the National Association 
of Seed Potato Merchants and one from the Potato Committee of the National 
Farmers’ Union have visited Northern Ireland within recent months with the 
object of studying at close quarters the methods of production, inspection, 
certification and marketing. As a rule the Northern Ireland farmer does not 
take kindly to control, but I believe he would be the first to recognize that the 
strict Governmental supervision which is exercised at every stage of the 
growing, handling and marketing has contributed largely to the high reputation 
of the product on the markets of the world, and that the little metal seal on 
each bag has come to be regarded as the hall-mark of quality and dependability. 


One of the most outstanding events in the history of agriculture in Ulster 
occurred last June, with the publication of the Final Report of the Committee 
which, under the chairmanship of Lord Justice Sir Anthony Babington, spent 
some three years in considering from all angles the future of agriculture in 
Northern Ireland and the steps necessary for its maximum development and 
improvement. The Report is comprehensive, and the excellent reception 
accorded to it not only within but outside Northern Ireland is a tribute to the 
time and meticulous attention which Lord Justice Babington and his colleagues 
devoted to their task. 

The main Report is divided into five parts. The first considers the best 
policy for agriculture once the abnormal conditions created by the war have 
disappeared, the second deals with marketing problems, the third with problems 
of education and scientific research in relation to agriculture, while in the 
fourth the Committee discusses the services necessary for proper agricul- 
tural development. Amongst the indispensables are set out an efficient 
transport system ; an ample supply of available electric power ; the provision 
of credit ; adequate water supplies ; drainage and land improvement. Finally, 
the fifth part of the Report deals with social conditions in the rural areas. 
The volume also contains the two interim reports, on Transport (presented in 
October, 1943) and Rural Housing (presented in November, 1945). 

After analysing the trend of agricultural production in Ulster during the 
past century, the Committee unanimously ecommends a policy of livestock 
product on— 


We summarize our remarks on agricultural policy by recommending as a long-term 
policy that Ulster should direct all its energies to the development of livestock and livestock 
products, and to their efficient processing and marketing, and we recapitulate the main 
arguments in support of this finding as follows : 

1. Our geographical position is favourable as we have in Great Britain a market for such 
products which is close at hand and to which we have ready access. 

2. Our sub-Atlantic climate renders our land more suitable for the production of grass 
upon which cattle and sheep mainly depend, rather than of cereals which require more sun 
and warmtb. 
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3. Our small farms preclude the growing of cereals on a large scale, but they can be 
developed along the lines of livestock production which, owing to its diversity, is particularly 
suited to the small farmer. 

4. This policy appears to us to hold out better prospects of long-term stability than 
any other since our proximity to Great Britain gives us an advantage over foreign countries 
in the marketing of fresh or perishable foods. 

5. We can produce livestock and livestock products of the highest quality which should 


command a sale and ensure an adequate return. 

6. This system, if properly organized and applied, will best maintain the fertility of 
the soil. 

7. This policy should bring in its wake a number of allied processing industries which 
will help to create and maintain employment throughout the year, and secure for the farmer 
a better and more stable price for his produce. 


Just as in the long ago there was a strife between the herdsmen of Abram and 
the herdsmen of Lot, so in regard to cattle production there is a tendency for 
milk and beef to clash. The Report deals with this aspect, and reaches the 
conclusion that, whatever the difficulties, “‘ the efforts of the Ministry of Agri- 
culture be directed to producing and establishing a dual purpose animal based 
on the English Dairy Shorthorn, with milk as the first objective but suitably 
balanced by beef characteristics ”’ 

Sufficient has been said to show the thoroughly comprehensive character 
of the Report. It is a document which will well repay study by all who are 
interested in agriculture no matter in what part of the world they may live. 


The Report naturally turns one’s thoughts to the future. The farmers of 
the United Kingdom of Great Britain and Northern Ireland are now being 
asked to undertake another gigantic task—to increase our home food produc- 
tion by some {100 millions between now and 1951. In a few eventful years 
the wheel has turned full cycle. To-day the call is for increased output of 
livestock and livestock products—more meat and milk, more bacon, eggs, 
poultry. If the farmers are given a fair chance, I firmly believe that they can 
attain the target set for them. The Ulster farmer has never yet failed to 
answer any call made on him. He will certainly not fail this time from want 
of either enterprise or grit. 


Test...and test again... 


The manufacture of Wheta Pure Food Products 

requires constant research work and experi- 

mentation before the finished article meets 

with the exacting standards of our food chem- 

ists. The universal preference for foodstuffs 

prepared by Wheta is a sure indication of 
their fine quality and purity. 


CALVIN ST., TD JACOB ST., 
surat.” WHETA b> convon’ 


Adv. No.: TI! 
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Activity in the Shipyards 
By John E. Sayers 


EVELOPMENTS in the field of new industry, highly important though 
[ iter are, will scarcely detract from the dominant position of shipbuilding 

in Northern Ireland’s economic structure. On the shipyards and 
engineering works of Belfast depend the livelihood of many thousands of 
workers and a favourable trade balance of many millions of pounds. Less 
materially, perhaps, they are a criterion of local skill and serve best to give the 
Province a worldwide reputation. 

Within a few years the firm of Harland & Wolff will celebrate its centenary. 
It was in 1853 that the Queen’s Island became the site of a shipyard which, in 
spite of its remoteness from coal and iron, was to survive all the vicissitudes of 

shipbuilding history. For a long period there was also operating on the river 
Lagan the well-known firm of Workman and Clark, but to- day the industry 
is consolidated in Harland and Wolff, Ltd., which has not only acquired some 
of the former company’s building capacity but has spread its branches to 
Govan, Liverpool, London and Southampton. It is fitting to note that this 

year is the centenary of the birth of Lord Pirrie, under whom the business was 
a remarkably ramified. 

The strength of Belfast shipbuilding to-day is no less than it was in Pirrie’s 
most spacious days. The prolific output of the war years has been followed by 
such a re-entry into the commercial field that in 1946 the firm launched 154,948 
tons of shipping, with machinery of 288,290 i.h.p. This year the tonnage figure 
is likely to be even higher, though short: ues of materials will keep it be slow 
the 200,000 level that was once a possibility. 

The war work at Belfast, already desc ribed in THE BANKER, was hardly 
ereater than the activity to-day. Now as then there are eighteen building 
berths in commission, formed in four separate shipyards, each with its own 
works adjoining, and served by the engine-works, in which land as well as 
marine engines are built, and several miles of docks and finishing wharves, the 
whole covering an area of 230 acres. The heavy damage done by air attack 
gave the opportunity to re-create large blocks of the establishment and the 
firm continues to concentrate upon capital equipment and improvement. 

The out-turn for the first full post-war year comprised fifteen ships, including 
the whale factory ship Balaena (15,000 tons), five tank vessels and eight cargo 
liners, the largest being the Athenic (15,000 tons) for the Shaw, Savill Co. In 
addition, there was the aircraft-carrier Eagle, probably the largest warship of 
this type yet built. The fitting out of this ship, of the light fleet carrier Centaur, 
and the carrier Magnificent, which is being commissione d by the Royal Canadian 
Navy, is proceeding at low priority, but these vessels are responsible for much 
work additional to the merchant tonnage. 

This year the return to specialized shipbuilding has been complete. The 
yards are engaged on four first-class passenger liners and a wide range of other 
ships, from whale factories and oil tankers to fast cargo liners and cross- 
channel passenger vessels, each of these calling for individual styles of work. 
There are at present building or on order twenty-one ships of 210,000 tons, the 
launching output to date being eight ships of 100,000 tons, all of them still in 











R.A.F. 
SUNDAY, 


ANNIVERSARY 
SEPTEMBER [4th 


Seven years have passed since the Royal Air Force saved this land of 
ours from disaster unimaginable—seven years so crowded that 
memories may be fading. But the R.A.F. Benevolent Fund is still 
answering urgent calls on its resources, helping those airmen and 
airwomen who in war’s aftermath find themselves in grievous need. 
It is also assisting many widows, dependants, fatherless and motherless 


children. 


On Sunday, September 14th let us remember them. 


ROYAL AIR FORCE 
BENEVOLENT FUND 


Please address your donation to LORD RIVERDALE, 
Chairman, or SIR BERTRAM RUMBLE, Hon. Treasurer, 
R.A.F. Benevolent Fund, 1 Sloane Street, London, S.W.1. 


(Registered under the War Charities Act, 1940) 




















DISHONESTY 


Dishonesty is as obvious a risk as fire, 
and just as prudence prompts one to 
seek the protection of fire insurance, so 
it impels precaution against loss by fraud 
or embezzlement. 

The ‘General’ issues policies for all classes 
of Guarantees. These include Adminis- 
tration Bonds, Lunacy Bonds, Legal and 


Commercial Fidelity Guarantees, Build- 
ing Society Indemnities and Indemnities 
in respect of missing share certificates or 
other documents, relatives, 
defective title and so on. 

A prospectus giving full details of the 
*General’s’ Fidelity Guarantee policies 
is yours for the asking. 
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ACCIDENT FIRE AND LIFE ASSURANCE CORPORATION LIMITED 
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the finishing stage. With six ships of a further 100,000 tons undergoing recon- 
ditioning, the works have on hand nearly half a million tons of shipping. 

For their largest passenger liners the customers are again the Union Castle 
Line, the greater part of whose fleet is Belfast-built. The first of two new 
ste amships of 28,000 tons was launched on August 19 and the second ship will 

aunched on October 16. The third new liner taking shape is of 18,000 tons, 
for the Royal Mail Lines, and there is already in the water the Parthia (14,000 
) for the Cunard White Star Co., in whose future building programme 
Belfast expects to share. 

The remaining ships fitting out, building or about to be laid down are two 
whale factories, six oil tankers, ten cargo liners and four liners in miniature 

1 the Irish Sea services. Of these, six ships of 70,000 tons are for foreign 
ownership, a considerable direct contribution to British export trade. Tonnage 
alone does not give a true impression of this production. It must be remem- 
bered that the machinery for all these vessels is being constructed in the 
Belfast engine-works. Since the war there has been a notable return to geared 
turbines for merchant ships, but Harland and Wolff, Ltd., continue its develop- 
ment of the Diesel engine. This has been adapted to land purposes of several 
kinds and the present contracts include 78 engines for oil pumping installations 
in the Middle East. 

The part which Belfast is playing in restoring the British liner fleet must 
be mentioned. The works have already reconverted the Union Castle ships 
Athlone Castle, Capetown Castle, Durban Castle and Warwick Castle (a wartime 
auxiliary aircraft carrier) and a number of smaller ships, and the Stirling Castle 
and the Retna del Pacifico are now being completed. The Royal Mail Andes 
and the P. and O. liner Mooltan will be ready next year and other ships are 
due to arrive on their release from Government service. Each of these absorbs 
the work of many hundreds of men. 

With this background, 1947 promised a record output, but shortages of 
teel, timber and other supplies have proved a severe handicap on planning 
and production. These limiting factors are made the more regrettable by the 
fact that at Belfast there is no lack of labour, and it is to the credit of the 
industry that the tradition of a good day’s work is still being well maintained. 

What of the future ? The flow of orders since the war has left little to be 
desired. The Queen’s island retains the custom of many of the principal 
British shipowners and has attracted a number of new ones; the standard of 
workmanship and design continues to rise, and the range of ships is perhaps 
greater than ever in the past, without prejudice to the passenger liners and 
fast refrigerated cargo vessels which allow the widest scope for development. 

It is evident, however, that the first rush of post-war contracts from 
British lines is over ; a concentration of new orders will not recur until prices 
have been stabilized or reduced. This situation has been foreseen for some 
time and the industry has made its objective the control of costs by every 
means within its power, though whether its policy will succeed depends chiefly 
on national and international events. Technically and financially the industry 
locally rests on a sound basis and there should be no doubt of its ability to 
hold its own in the future. Should a slump again be experienced some degree 
of consolidation may be necessary, but, as at present constituted, shipbuilding 
at Belfast is more firmly established than at any time in its history. 
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The industry in the Province also embraces the smaller ship-repairing firms 
at Belfast and two companies formed during the war to make tank landing 
craft which are now building small commercial vessels. 

For the Port of Belfast this year has marked the centenary of the Act 
constituting the Harbour Board. It may be recorded that one of the first 
undertakings of that Board was the completion of the deep channel between 
the Lagan and the sea which led to the making of the city and to the ship- 
building industry as it is to-day. Belfast now ranks sixth among British ports, 
with a pre-war trade of over 4,000,000 tons of shipping arriving in a single 
year. This total now shows some diminution, but coastwise and cross-channel 
traffic is growing ; the former foreign trade waits upon the country’s economic 
revival. 





Appointments and Retirements 


Barclays Bank (D.,C. and O.).—Mr. W. O. Stevenson has relinquished his position as deputy 
chairman but retains his seat on the Board. Mr. A. C. Barnes, D.S.O., O.B.E., at present vice- 
chairman, succeeds Mr. Stevenson as deputy chairman. 


British Linen Bank—The Duke of Hamilton, P.C., G.C.V.O., has been elected deputy governor. 


Lloyds Bank—Head Office, Advance Department: Mr. M. Le Feuvre, a controller, has retired 
after nearly 48 years’ service. City Office, E.C.: Mr. S. B. Wyatt to be a sub-manager. Bognor 
Regis (also Aldwich Road) : Mr. F. A. James, from Storrington, to be manager on the retirement 
of Mr. R. F. C. Wiltshire. Cambridge: Mr. G. H. Grimwood, from St. Ives, Hunts., to be a 
sub-manager. Cattle Market, Cambridge : Mr. L. B. Lean to be manager. Chesterton Road, Cam- 
bridge : Mr. R. W. T. Spaull to be manager. Leeds (also Armley, Hunslet and Woodhouse Lane) : 
Mr. L. G. Hurrell to be manager on retirement of Mr. C. Lees. Mr. G. M. Warry, from Advance 
Department, Head Office, to be assistant manager. Mill Road, Cambridge : Mr. A. Lawson to 
be manager. Southborough: Mr. L. G. Lutley, from Bexhill-on-Sea, to be manager on the re- 
tirement of Mr. J]. H. R. Ireland. Storrington: Mr. A. E. Hunnisett, from Brighton, to be 
manager 

Martins Bank—Sir Wm. Nicholas Cayzer, Bart., has resigned from the general board owing 
to pressure of other business. 

Midland Bank—Head Offic: Mr. E. R. Walker to be a general manager’s assistant. Mr. 
H. C. Goodison, from Westminster, to be a branch superintendent. London—Overseas Branch : 
Mr. W. B. J. Partridge, Mr. G. |. Williamson, Mr. H. J. Witheridge, Mr. T. O. Shutter and Mr. 
E. J. W. Hellmuth to be deputy assistant managers ; Camberwell Green: Mr. J. Heslop, of 





Sutton, to be manager on retirement of Mr. P. S. Crauford ; Novbury : Mr. C. C. Armstrong to 
be manager on retirement of Mr. B. V. P. Webb; St. Jar Street: Mr. D. B. Cathie, of West 
Hampstead, to be manager on retirement of Mr. RK. E. Clilverd ; West Hampstead: Mr. E. A. 
Arnott to be manager; Winchester House : Mr. F. Arnsby to be assistant manager. Liverpool, 
Broad Green: Mr. E. A. Batten to be manager of this branch, formerly under the same manage- 
ment as Old Swan bra VOT] lanchester, Sivetford Road: Mr. J. A. Stevenson, of 
Swan Street, Manchest to be anager on retirement of Mr. ¢ \. Seddon. Sedbergh Mr. 
G. R. Wilkinson to be manaver on retirement of Mr. k. E. Moore Tyvuvo: Mr. J. R. Miller, of 
Lyme Regis, to be manaver on retirement of Mr. T. C. P. Mules. Widland Bank Executor and 
Tvu Co., Lid / ( Pa fall Mir. O. C. Gunnell to be sole manager Mr. R. G. Butler 
to be assistant ma Cai Mr. J. b. Lowes, of Preston, to be manager. Leeds: Mr. 
S. o. 2 nmorn ot La > io | mi rin succession to tue al Vir. A. H. Clarke. Pye ton : 
Mr. C. L. Grisdale, of | pool, to be Manager Swansea: X J. M. Davies, of Swansea, to 
be manager lorqu Vir. D. C. Davies, of Swansea, to be manager, on Mr. ]. A. Meachin’s 


resignation 


National Bank of Scotiland—t w, Si. George's Cr : Mr. D. Lochhead, from Cambusiang, 
to be manager in su on to the late Mr. J. M. Mitchell. Caml ung: Mr. J. M. Renfrew, 
from Glasgow Parti to be manager. 

Union Bank of Scotland lyy and Beresford Terrace : Mr. C. L. Robb, from Stirling branch, 
to be manager on Mr. }. T. Thomson’s retirement. Stivling: Mr. W. B. Gibbon, from Hay- 


market, Edinburgh, to be joint manager in association with Mr. D. 1. Robertson. 
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Monthly * £m im 
1946 May 25 60 1483.0 
June 30 o 282 1390.5 
July 27 .O 126 1479.5 
Aug 31 oO 287 1647.0 
Sept 30 oO 368 1779.0 
Oct 20 .O 410 1743.0 
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Dec. 3 Oo 197 1676.5 
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expenditure of a capital nature). * Surplus. 
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BANCO DE CREDITO 
DEL PERU 


CAPITAL S/’.22,000,000.00 
RESERVES S/’.37,523,803.73 


HEAD OFFICE : LIMA 
TEN CITY BRANCHES 
THIRTY-EIGHT PROVINCIAL BRANCHES 


— 


Entrust us with 
YOUR COLLECTIONS 
ON PERU 


— 


PERU'S OLDEST NATIONAL COMMERCIAL BANK 
ESTABLISHED IN 1889 


OTTOMAN BANK 


Incorporated in Turhey with Limited Liability 
FOUNDED 1863 
pt 
CAPITAL,  £10,000,000 
PAID UP,  £5,000,000 
RESERVE, £1,250,000 


London: 
20/22, ABCHURCH LANE, E.C.4 


MANCHESTER : 56-60 Cross &t. 


Paris : 

7 rue Meyerbeer (1Xe) 
MARSEILLES : 38 rue St. Ferreo! 
ISTANBUL: 

(Galata, Beyogiou, Yeni Cami) 


BRANCHES AND AFFILIATIONS 
THROUGHOUT THE NEAR EA8T 


Drafts and Telegraphic Transfers issued 
Letters of Credit Granted 


EXCHANGE & INSURANCE 
OPERATIONS EFFECTED 











EMPIRE QUALITY WINES 


Four Gold Medal Awards, 
London, 1936, 1937, 1938. 


Proprietors 


SOUTHARD’S of LONDON 


ESTABLISHED 1814 


BRIGHTON 


GRAND 


HOTEL 


(Completely Renovated) 


Now 


RE-OPENED 
with 
EVERY AMENITY 


Telephone: Telegrams: 








there's no better investment 


T’S a saving, it will save you 

time, trouble, and money. 
The COPYCAT was designed 
to carry out all the everyday 
copying problems in the 
modern office, anything from a birth certificate 
to a policy; from a surveyor’s report to 
property deeds can be copied in a few moments 
by an unskilled junior. In fact, photographically 
accurate copies of anything, whether written, 
drawn or printed, in normal office lighting. 
Taking up very little room the COPYCAT 
eliminates checking and skilled labour in every 
type of copying work. ‘This is an investment you 
would be wise to look into. Let us send you 
further details. 


We invite you to STAND No. 51 
BUSINESS EFFICIENCY EXHIBITION, OLYMPIA 


MILES Copycat 


MILES AIRCRAFT LTD. 


24, Coleman Street, London, E.C.2. 
Telephone - - METropolitan 8733. 


8, Newhall Street, Birmingham, 1. 40, Brazennose Street, Manchester. 
20, Blythswood Street, Glasgow, C.2. 











